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URGENT DEFICIENCY APPROPRIATION BILL, 1955 


FRIDAY, JANUARY 14, 1955 





Untrep States SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The committee met at 10:10 a, m., pursuant to notice, in room F-37 
of the Capitol, Senator Carl Hayden (chairman) presiding. 

Present: Chairman Hayden, Senators Ellender, Robertson, Holland, 
Clements, Bridges, Young, Knowland, Thye, Mundt, Smith, Dwor- 
shak, Dirksen, and Potter. 


STATEMENT BY THE CHAIRMAN 






Chairman Haypen. The committee will be in order. 
I called this extraordinary session of the committee because the 
House yesterday passed the urgent deficiency appropriation bill 
which involves certain items that need attention. 

The first item on the agenda is for an increase in the limitations for 
administrative expenses in the Commodity Credit Corporation. 
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COMMODITY STABILIZATION SERVICE; AND JOSEPH C. 
WHEELER, DIRECTOR OF FINANCE AND BUDGET OFFICER; 
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SUMMARY OF JUSTIFICATION 







_Chairman Haypen. Inasmuch as the entire justification is printed 
in the House record, I will ask that the summary appear in the record 
it this time. 

(The summary referred to follows:) 
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ADMINISTRATIVE EXPENSES, Commopity CrepiT CorPORATION 
Limitation to date 
Request _ _- 
Employment: 
Average number current limitation _ 


PURPOSE AND NEED -FOR- SUPPLEMENTAL FUNDS 


The increase of $7,290,000 consists of (a) an inerease of $6,392,000 due to the 
estimated increase in the volume of price-support activity over the volume of 
activity upon which the 1955 budget estimates were predicated and, (b) an in- 
crease of $898,000 for increased responsibilities and workload of the State agri- 
cultural stabilization and conservation offices. 

Almost 90 percent of the total increase requested is due to changes in estimated 
program volume and is sharply demonstrated by the comparison. of the volume 
upon which the 1955 budget estimates were predicated with current estimates of 
program volume. 


on in 


| 
a ii 1955 budget Current Percentage 
Commodities | estimate estimate change 


| 


Loans made: | 
4 - bushels _- 275, 000, 000 260, 600, 000 
a 3 .--.-bales_. 2, 030, 000 2, 525, 000 
Wheat - Bane hil bushels__ 310, 000, 000 400, 000, 000 
ur wreene.* oe Set bee. 176, 000, 000 267, 100, 000 
Acquisitions: 
RI is de Gdns bs whi we 295, 000, 000 367, 000, 000 
othe sits Lis jij23..- bales _- 1, 365, 000 1, 675, 000 
Wheat Sas ene on iether ’ 250, 000, 000 362, 400, 000 
Other grains___.-_- 5 oe te 107, 600, 000 260, 733, 000 
Dairy products 650, 000, 000 1, 150, 000, 000 
Dispositions: 
Corn fcbbdbvob ud Eaeee ‘ 120, 000, 000 200, 938, 690 
SEIS colicin in indeehlbia ling Bits ai ctwinmknsnlenieal . 635, 601 327, 633 
pa ad ee itiimasihiattadiae - bushels _- 135, 000, 000 225, 012, 638 
Other grains........3-33~-3~} .-b 5.4 3. 34-5 3-4 -- GL 25, 760, 000 120, 737, 968 
Dairy products_.......-..- pounds. _| 916, 000, 000 1, 118, 947, 990 
Total cost value: 
Loans made..-.......-... $1, 954, 566, 000. | $2, 381, 951, 000 
Acquisitions - -- iin N 23 4. —- 2, 074, 391, 000 3, 244, 177, 000 
Dispositions - ----- ee “ 1, 397, 111, 000 2, 332, 428, 000 





Loans made.—When the 1955 budget estimates covering the administrative 
expense limitation of the Commodity Credit Corporation were prepared they 
were based on a program volume relating to crops most of which were not, even 
planted. The crop report released on November 10, 1954, indicated that pro- 
duction prospects are again at a near-record level. In addition, the latest report 
of the volume of 1954 grains placed under price support. indicates that han 
grains are going under price support at a higher rate than occurred during the 
previous years. Consequently, except for corn, the production of which has 
been reduced by the recent drought, the estimates of the amount of grain, to 
be placed under price support have been revised upward. A 24-percent increase 
in cotton loans over the previous estimates is also indicated. 

Acquisitions.—The estimated increase in acquisitions is primarily due to (1) 
the greater volume of collateral forfeited in connection with prior-year loan 
programs for corn and cotton, (2) the likelihood that the decrease in the support 
price of certain of the 1955 crops will result in increased takeover of 1954 crops 
of wheat and other grains, and (3) a larger volume of dairy products to be pur- 
chased as a result of a larger production of milk than previously estimated. 

Dispositions —The estimated increase in dispositions results primarily from & 
more aggressive sales policy implemented by a number of recent legislative enact- 
ments which considerably broadened the disposal authority of the Corporation. 
These include: (1) Title I of the Agricultural Trade Development and Assistance 
Act of 1954, which authorizes the sale of surplus commodities for foreign currency. 
It is estimated that $400 million worth of commodities will be disposed of in con- 
nection with this program. (2) Title II of this same act which authorizes the use 
of CCC surplus commodities in meeting famine or other urgent relief requirements 
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of friendly nations. It is estimated that $120 million worth of commodities will 
pe disposed of in connection with this program. (3) Barter and exchange activity 
which has been emphasized and implemented by new legislation, particularly 
section 303 of the Agricultural Trade Development and Assistance Act of 1954. 
During the fiscal year 1954, $29,436,781 worth of commodities were involved in 
the barter and exchange programs of the Corporation. It is anticipated that this 

gram will increase to $200 million in the fiscal year 1955. (4) An amendment 
to section 416 of the Agricultural Act of 1949 permits donation of commodities to 
prevent waste and authorizes the Commodity Credit Corporation to pay reproc- 
essing, packaging, transporting, handling, and other charges. Cost value of dona- 
tions of butter, nonfat dry milk, cheese, and cottonseed oil are estimated at 
$262 million, which is an increase of $47 million over the original estimate. (5) 
An amendment to section 407 of the Agricultural Act of 1949 authorizing the dona- 
tion of commodities to distress and disaster areas in the United States. It is 
estimated that $64,430,000 worth of feed grains will be disposed of in connection 
with the current drought program. 

A summary of the $7,290,000 proposed increase is as follows: 


(a) Due to changes in estimates of program volume: 
(1) CSS commodity offices: 


(a) Transfer of warehouse inspection from counties. $442, 000 
Oh A als neil 


Total CSS commodity offices 
(2) Transfers to AMS: 
(a) Special school milk program 
(b) See. 416 disposals 


(3) Washington divisions and their field offiees._...______- 
(4) Printing__- 


Total, due to changes in program volume 6, 392, 000 


(}) Due to increased responsibilities and workload of the State offices: 
(1) Supervision of county offices__.........-..--.--.-s+- 710, 000 
(2) Grain storage structure program 


OR: CIPRO: CROOE acs 4:0 arriconts wack. Gonken ae, 


It is estimated that the Corporation’s administrative expense limitation will be 
fully obligated in March. 


(a) Due to changes in estimate of program volume 


Commodity office increase—The major portion, or $5,157,445, of the inerease 
of $6,392,000 will be required by the CSS commodity offices. The worklead and 
expenses of these offices vary directly with the volume of commodities handled 
and are estimated on the basis of a detailed work measurement reporting system. 
The major portion of the workload is comprised of the transactions relating to the 
acquisition, management, and disposition of inventories and consists of the nego- 
tiation and allocation of storage space, inspection of storage facilities and com- 
modities, payments of warehouse charges and amounts due on settlements of 
loading orders, issuance and control of loading orders for the disposition and 
reconcentration of commodities, handling of bills of lading, payment of freight 
bills, and negotiations, payments and billings in connection with the purchases 
and sales of the commodities. These inventory management activities and the 
related accounting activities comprise approximately 70 percent of the tetal 
workload of these offices. Tables 1 and 2 attached reflect the estimated volume 
of program operations for the fiseal year 1955 and the volume in terms of man-year 
requirements for the CSS commodity office operations. In converting the work- 
load into man-year requirements for these offices, the same productivity rates 
Were applied that were used in determining current fund allocations for these 
offices. It should also be noted that these productivity rates are approximately 
24 percent higher than the rates used in the budget estimates for the fiscal year 
1955 and approximately 7 percent higher than the rates actually attained during 
the fiscal year 1954. 

The CSS commodity office increase also includes funds for changes in warehouse 
examination responsibilities. Because of the increased program volume and the 
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tremendous quantity of grain inventories accumulated during the fiscal years 
1953 and 1954, it became necessary this fiscal year to strengthen and improve the 
grain warehouse examinations conducted by the Corporation. Prior to this figea] 
year, responsibility for grain warehouse examination has been performed in 

by the State and county offices and. in part by the CSS commodity offices. bm 
erally, in the past, CSS commodity office employees have examined the termina] 
and subterminal warehouses and county office employees have examined. the 
country warehouses. It is now contemplated that responsibility for examination 
of all warehouses other than CCC-owned bins will be placed in the CSS commodity 
offices. This will increase the workload of the CSS commodity offices by approxi 
mately 8,000 warehouses and the expenses by $442,000. This additional work. 
load and greater efficiency is reflected in line item 03 of the attached table 2 
This latter amount would be largely offset by lower CCC costs at the county level 
which are paid from capital rather than administrative funds. 

With the tremendous increase in CCC grain inventories, only the most coordi- 
nated and straight-line authority for warehouse examination work will ade 
quately protect the interests of Government in the grain it owns. The State and 
county ASC offices have the huge job of administration of price support, acreage 
control and other programs at the farm level. Since the warehouse examination 
work, in most cases constitutes only part-time work of county employees not 
essentially trained in this type of work, it is felt that this function will be more 
effectively performed by more qualified employees devoting full-time to warehouse 
examination. 

In addition to the greater efficiency which should result by having full-time 
employees assigned to this function it is believed that a more coordinated and 
systematic examination will follow since supervision, instructions and procedures 
will originate in 5 rather than 48 locations. It is believed also thet examination 
of warehouses by other than local employees will not only have a more restraining 
effect upon warehousemen who might be tempied into wrongdoing, it will also 
foster improved relationships between the warehousemen and CCC. 

The remaindei of the increase due to changes in estimates of program volume 
($1,234,555) consists of: 

(1) Transfers to Agricultural Marketing Services ($289,800). 

(a) Of this amount, $185,000 is required to carry out the special school milk 
program authorized by an amendment to section 201 of the Agricultural Act of 
1949, which was passed by the Congress subsequent to the formulation of the 1955 
budget, permitting the Corporation to use not to exceed $50 million of its funds 
to support dairy prices by providing for inereased fluid milk consumption by 
children in nonprofit schools. In carr,ing out the assigned responsibilities under 
the special school milk program the Agricultural Marketing Service will perform 
the following functions: 

1. Distribute funds among the States on the basis of a formula similar to that 
provided in the National School Lunch Act. 

2. Furnish technical and supervisory assistance to the States in the operation 
of the program. 

3. Perform administrative reviews and audit opereting records of States and 
private nonprofit schools. 

4. Account for the use of the funds in accordance with established procedures. 
The special school milk program will be administered through offices elready 
established and to some extent will receive technics! and supervisory assistance 
from staff members presently administering the present school lunch program. 
Consequently, the cost of administering the special school milk program is rels- 
tively low in relation to the eost of administering the present school lunch pro- 
gram, considering the relative size of the two programs. 

(b) The balance of $104,800 is required to perform the additional workload 
applicable to the distribution of commodities from CCC stocks pursuant to the 
recent amendment to section 416 of the Agricultural Act of 1949 liberalizing the 
methods for these donations. During the fiscal vear 1954 donations of dairy 
products amounted to 158,140,764. pounds. For the fiscal vear 1955 it is esti- 
mated that 626,088,337 pounds of dairy products and 85 million pounds of refined 
cottonseed oil will be donated. 

(2) The Washington divisions will have considerably more auditing, account 
ing, and inventory management responsibilities as investment in price support 
mounts. Additional funds ($727,755) will be required with the major increases 
occurring in the Fiscal Division, $193,320; Barter ‘and Stockpiling Division, 
$115,764; Grain Division, $66,557; Audit Division, $58,318; and Compliance and 
Investigation Division, $34,700. 












Corn 
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(3). Printing ($217,000) of forms required in loan purchase, inventory, and 
accounting operations. 


(b) Increased responsibilities and workload of the State offices 


The increase of $898,000 for increased responsibilities and workload of the State 
offices is composed of the following: 

(1) An increase of $710,000 to provide more effective supervision of ASC county 
committees in the administration of CCC price-support programs 

The number of farmer fieldmen and auditors employed in 1954 in the agricul- 
tural stabilization and conservation State offices will not be adequate for the 
increased workload on CCC price-support programs. In 1954 there was an aver- 
age of only 1 farmer fieldman for slightly over 12 county committees, and in some 
States, with major program responsibilities, the number of county committees 
per farmer fieldman ranged from 15 to 21. This estimate would provide a partial 
correction of the deficiency in supervision of county offices. Additional funds for 
other programs operating through ASC State offices which are included in the 
1956 estimates would lower the average to 10.1 county offices per fieldman. This 
would still constitute a heavy workload since farmer fieldmen supervise all pro- 
grams carried out through ASC county offices, and while it does not represent the 
optimum average it will enable progress to be made toward more efficient eco- 
nomical operations. There was only 1 county auditor for over 27 county com- 
mittees in 1954 with the average workload in some States ranging from 39 to 60 
county committees per auditor. Additional auditors provided under this esti- 
mate would reduce the national average to slightly over 25 county committees 
per auditor. Funds included in the 1956 estimates for other programs operating 
through ASC State offices would further reduce the average to slightly under 22 
county committees per auditor. Since auditors review all programs, the latter 
coverage will provide an audit program more in line with the overall volume of 
program operations. , 

The work under CCC price-support programs in 1954 included activities in 
about 3,000 counties where price-support programs are offered, work preparatory 
to the making of about 1.2 million CCC loans on various commodities in about 
2,400 counties, negotiating agreements with about 9,000 lending agencies, per- 
forming about 1,600,000 reinspections of farm-stored commodities, the acquisition 
of commodities under loan or purchase agreement in about 450,000 instances and 
the receipt and recordation of about 170,000 repayments on loans. It is antici- 
pated that the workload will increase considerably in 1955 especially in connection 
with the reinspection of farm-stored commodities, the repayments on loans and 
the acquisition of commodities. 

These increases in workload are indicated by the increased volume of loans, 
repayments, etc., of the principal crops for which the county committees handle 
the price-suppcert work, as shown by the following table: 


Anticipated change in terms of percentages, increase (+), decrease (—) fiscal year 
1954-1956 





sores out- en Collateral 
" tanding at New ¥ 
Commodity ‘Regiaeiies ae nS | Repayments = 


of year write-offs 





+37 +28 
+105 —17 
063 5 +402 
+183 71 | +329 
} +310 

+83 


a asst 0) 
Sorghums, grain___. Seaseiie : ko +86 


—90 +61 
@) 





1 + over 1,000. 
2 Hay and pasture—none anticipated for 1955. Winter cover crop—none anticipated for 1955. 


In addition to an increased volume of work in connection with price support 
activities in the fiscal vear 1955 effective January 1, 1955, responsibility for 
supervising the liquidation of loan programs handled at the county levels will 
be placed at the State office level rather than at the commodity office level as 
heretofore. This will permit the States to check loan records with the countries’ 
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cumulative reports of commodity loan and purchase agreements and determine 
causes of discrepancies in loan transactions thereby relieving the commodity 
offices of the necessity of reconciling each individual county’s report and calling 
attention of the county to discrepancies in its records. The increased work in 
the State offices for this purpose is partially offset by a decrease in the work in the 
CSS commodity offices which has been given effect in the estimated 1equirements 
for those offices for 1955. 

(2) An increase of $188,000 to strengthen supervision and administration of 
CCC grain storage structure program by State agricultural stabilization and 
conservation offices in an attempt to overcome existing inadequacies in the opera- 
tion of the program. 

Responsibility fo: operation and maintenance of the CCC-owned structures is 
placed on the ASC county committees. The technical assistance available to 
these counties from the State ASC offices is insufficient and the office of the Deputy 
Administrator for Production Adjustment is inadequately staffed to provide the 
necessary overall supervision and direction of the program under procedures 
initiated by the Grain Division. In view of serious criticisms which have been 
made of the manner in which this program is operating and the size of the Goy- 
ernment stocks of grain in the struetures owned by CCC, it is believed essential 
that more direct technically qualified supervision and direction be provided as 
quickly as possible. The objective will be to prevent undesirable practices from 
developing and to correct deficiencies as they occur. This is a step in the direc- 
tion of carrying out the express objective of the chairman of the Agriculture Sub- 
committee of the House Committee on Appropriations as indicated in the hearings 
on the 1955 budget for the CCC, that every effort be made to prevent improper 
handling of CCC-owned grain stored in bins. 

The $188,000 to strengthen the administration and supervision of the CCC 
storage structure program will be used chiefly for the employment of grain storage 
specialists in the 14 States which have over 1,000 storage structures each, in the 
three areas which have over 15,000 structures each and in the Office of the Deputy 
Administrator for Production Adjustment. 

The grain storage specialists in the State offices will exercise supervision over 
all phases of the CCC grain storage structure program in the State. They will 
supervise the erection of structures, the preparation of sites, the maintenance and 
operation of sites and structures and the inspections, care, and handling of grain, 
whether these jobs are done by State or county crews or urdei contract. 

Work in connection with the grain storage structure program in the fiscal year 
1955 is estimated to involve about 200,000 storage structures on 4,500 sites in 
938 counties. The storage structures total capacity will be about 900 million 
bushels and it is estimated that maximum storage will be about 869 million bush- 
els. Some 480 million bushels will go into storage; about 132 million bushels will 
go out; 300 million bushels will need fumigation; 71 million bushels will need turn- 
ing and 57 million bushels will have to be cleaned. This represents a substantial 
increase in the total workload over 1954. 
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TABLE 1.—Comparison of the fiscal year 1955 budget estimate of commodity volwme 
with revised estimates for the fiscal year 1955 





All commodities except 


cotton Cotton 


Budget Revised 


| 
| 
| 
Budget Revised 
} estimate estimate 


estimate estimate 


| 
| 


Thousand Thousand 
I Loan activity: Carlots Carlots | 
(a) Loans made } . sos ose | 
(6) Loans repaid | ; 156, 131 | 
(c) Loans forfeited: 
1. Warehouse stored 187, 159 | 
2. Farm stored , 
Il, Inventory management: 
(a) On hand beginning of fiscal year-__- 








b) Additions: 
1. Purchases_- 
2. Purchase agreement deliv- 
eries.. _. aon 
3. Forfeiture of collateral _ 
4. Exchanges 
B: Preneieras . i okt. 428s .| 





Total, additions........___. 








(c) Dispositions: 
1. Sales or donations 
2. Exchanges _- 
3. Transfers _-_- 





: tas ' * 
Total, dispositions __.-.. ~~. | 





(d) On hand end of fiscal year | 979, 583 
(e) Reconcentrations | 384, 000 





HOUSE ACTION 


Chairman Haypen. Mr. Morse, we are pleased to hear from you. 

Mr. Morse. Mr. Chairman and gentlemen of the committee, | am 
glad to have the opportunity to present to you information concern- 
ing the request which we have made for an increase in the authoriza- 
tion for CCC administrative expenses from $18 million as contained 
in the 1955 Appropriation Act to $25,290,000. This request, as you 
know, was approved by the House of Representatives yesterday. 

In the hearings before the House committee, I presented a rather 
full description of the background for the situation that confronts us 
in carrying out the CCC price-support programs during the remainder 
of this fiscal year. With your permission, therefore, I shall limit this 
statement to a brief summary of the pertinent facts. 


REQUEST FOR INCREASE IN BORROWING POWER 


This request for authorization to use additional CCC funds for 
administrative expense purposes is a product of the developments 
which caused us to come to Congress twice last year, after the budget 
estimates were submitted, for increases in the borrowing power of the 
Commodity Credit Corporation. Increases in the volume of price 
support program activity first have their effect on the amount of 
capital funds in the form of borrowing power required. Later, the 
effect. is reflected in an increased requirement for administrative ex- 
penses as title to commodities is acquired by the Corporation and the 


56982—55 
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task of managing and disposing of inventories becomes larger. We are 
now at the point in the course of events where administratively we 
must handle the work resulting from last year’s upsurge in price 
support extended, along with a continued heavy volume of price 
support extended. 

When we were before the Appropriations Committee early last 
year with respect to the CCC administrative expense authorization, 
we stated that we knew it was too low but that we were not in position 
at that time to estimate the amount of the deficiency. We indicated 
that in January 1955, we would be in better position to estimate our 
requirements because by that time crop production would be known, 
many of the important crops would have been harvested, and the 
extent of the total workload for the year could be much more closely 
estimated. 

PRIOR LIMITATION 


The estimates which formed the basis for the $18 million limitation 
contained in the 1955 appropriation act were made in the fall of 1953, 
before the 1954 crops were planted and long before the inventory 
management problem which would exist at the beginning of the fiscal 
year 1955 could accurately be estimated. 

We believe that our current estimates of workload will prove to be 
reasonably accurate, particularly with respect to price support ex- 
tended and the inventory management problem. With respect to 
disposals, however, our estimates may be either too low or too high. 
If too low, the estimate before you could be insufficient, and if too 
high, all of it might not be used. 


PRESENT DEFICIENCY 


When the apportionment of the CCC administrative expense lim- 
itation was approved by the Director of the Bureau of the Budget in 
June, it was on the basis that a deficiency of $8,150,000 would exist, 
and Congress was appropriately notified. This deficiency has been 
reduced to the amount in the current bill, $7,290,000, as a result of 
changes in program volume estimates and increases in the efficiency 
of our field offices. 

The major part of the increase requested is to cover the work in the 
eight large field offices of Commodity Stabilization Service which 
handle the accounting for loans and inventories and the acquisition, 
disposition, transportation, warehousing, and management of CCC 
commodity inventories. This work arises from loans, purchases, 
reconcentrations, sales, donations, and other operations under the 
price-support program. The workload cannot be deferred, since 
most of it represents current business transactions with producers, 
warehousemen, carriers, processors, banks, handlers, and others 
involved in commodity operations. 

Adequate administrative funds must be available if the nearly 
$7 billion investment of the Government in price-support loans and 
inventories is to be protected and the holdings of the Corporation 
reduced. in an orderly manner. 

The basis for the estimates for the CSS commodity offices is the 
same as that used for several past years, that is, the conversion of 
program volume estimates to numbers of documents and other work 
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units based on experienced conversion factors, then conversion of 
work units to man-months of labor required, based on production 
standards, and third, conversion of time to cost based on existing 
salary rates. 

INCREASE IN EFFICIENCY 


The commodity offices have increased their efficiency to the point 
that the estimates before you would have been 24 percent higher 
if they had been based on 1953 production rates, as were the estimates 
in the 1955 budget, and 7 percent higher if they had been based on 
1954 production rates. 

The proposed supplemental contemplates use of 4,671 man-years of 
employment on CCC operations in the fiscal year 1955, or 1,374 more 
than provided by the current authorization of $18 million. November 
employment was at a level of approximately 4,300, and it is anticipated 
that this level will have to rise to approximately 4,950 by June 30, 
1955, in order to handle the seasonal bulge in workload in the field 
offices when 1954 crop loans on wheat and other small grains mature 
and the Corporation acquires hundreds of millions of bushels of grain. 
Disposal activity will also be heaviest in the latter part of the fiscal 

ear. 
f It is estimated that obligation authority under the present limita- 
tion will be exhausted by March 30, and to avoid the disruption that 
would unavoidably result from such a development we requested that 
this item be treated as an urgent one. 

I would be glad to answer questions. 

Chairman Haypen. Senator Ellender, as the new chairman of 
the Senate Committee on Agriculture, do you have any questions? 


PREVIOUS REQUEST 


Senator ELLENDER. How much did you ask last year for this opera- 
tion? 

Mr. Morse. This is the $18 million item included in last year’s bud- 
get, which we haven’t requested be changed until now. 

Senator ELLENDER. That was the amount you asked for last year? 

Mr. Morse. Yes, sir. That amount was estimated in the fall of 
1953, at the time the 1955 budget was being projected. 


SURPLUS SALES ABROAD 


Senator ELLENDER. How much of this money would be necessary 
to carry on the sale of surpluses abroad? 

Mr. Beacu. In our workload computations there is not a breakdown 
of the sales as distinguished between commercial sales domestically 
and those abroad. . A minor part of the total estimate is involved in 
the sales abroad because the sales abroad have been a minor part of 
our total sales. 

Senator ELLenpeER. Are you asking for this increase because of the 
added volume of work resulting from the sales abroad? 

Mr. Beacnu. Not primarily, sir; it is included. 

Senator ELLtenper. Incidentally, it is there? 

Mr. Beacnu. Yes. 

Senator ELLENDER, About how much of that is for that purpose? 
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Mr. Bracu. I cannot give you a realistic estimate of it, because we 








operate this way: Our total disposition transactions are considered in my 
lump; in other words, the total dispositions are considered as disposi- gales 
tions without regard to whether they are export or domestic disposi- M. 
tions. The workload im the commodity offices is the same, practically, that 
If we sell domestically, we have to handle about the same amount of Publ 
paperwork that we do if we sell for foreign outlets. There is a slight So 
additional amount of work involved in some of the sales under foreign M 
currency arrangements than there is in others. My offhand guess is Se 
that around $100,000 is involved in that. elis 
Senator ELLENpDER. Would you be able to tell us percentagewise ’ 
how much of this seven million dollars plus will be used for the purpose was 
of selling on the domestic market and the foreign market? Se 
Mr. Bracu. I can insert an approximation in the record, but I ethe 
cannot give it to you offhand. ee 
(The information referred to follows:) M 
It. is estimated that approximately 18 percent of the additional authorization have 
of $7,290,000 requested will be required to finance work on domestic and export Se 
sales under regular authorities, and approximately 7 percent to finance all work 
on sales for export under Public Law 480. Of the amount requested to finance And 
work on sales under Public Law 480, approximately $110,000, or less than one- mes 
fourth, represents costs peculiar to such sales. NM 
or ¢ 
SALES FOR EXPORT an i 
‘ ; S 
Senator ELLENDER. How has that program been progressing? N 
Mr. Morse. We feel very encouraged with our progress. S 
Senator ELLenpER. How much are you giving away? N 
Mr. Morse. There was inserted in this report of the hearing of the S 
Subcommittee on Appropriations of the House of Representatives, a d 
year-end report, which shows the disposal of surplus commodities. ons 
I think we have that marked. out 
Senator ELLenper. Is the major part of this disposition being The 
made under Public Law 480, title 1? beli 
Mr. Morse. Our sales abroad exceed Public Law 480 sales. yea 
Mr. Bracu. The total sales commitments for export during the S 
period January 1 through November 30, 1954, have amounted to the 
about $453 million. vane 
Senator ELtenper. Is that under Public Law 480? d 
Mr. Beacu. No, sir. par 
Senator ELLENDER. How much of that is Public Law 480? C 
Mr. Breacu. None. While several agreements under Public Law did 
480 have been consummated, we have not yet actually made sales , 
under Public Law 480 up to the end of November. C 
wit 
RECEIPTS UNDER PUBLIC LAW 480 
Senator ELLENDER. What became of the proceeds of these sales? 
Mr. Beacu. The proceeds of commercial sales go right back into } 
the Commodity Credit Corporation capital funds. sign 
Senator ELLENpDER. In the form of dollars? 16 
Mr. Beacn. Yes. ere 


Senator ELLENDER. Now, were these sales made locally for export 
by our own exporters? 
Mr. Beacu. Generally, yes, sir, through our own exporters. 


rr bad 
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Senator ELLENDER. What is the amount. of money received or 
how much money would be received under Public Law 480, for the 
sales that you contemplate? 

Mr. Beacu. Yesterday in the President’s message, it was indicated 
that contracts under negotiation or negotiated under title I of 
Public Law 480 aggregate $452.8 million im total commitments. 

Senator ELtenpeEr. For this commitment? 

Mr. Beaca. Yes, sir. 

Senator Ettenper. How much of those goods have actually been 
delivered? 

Mr. Beacu. Under Public Law 480, the first purchase authorization 
was only issued last week; none has actually been delivered. 

Senator ELLeNpDER. This is only in contemplation, then, and in 
other words, you have not perfected the sale of the $452 million that 
the President has mentioned. 

Mr. Beacu. Those are contracts im process of negotiation, or that 
have been completed. 

Senator ELLENDER. How much have you actually sold then? 
And I think we ought to find that out. The President said in his 
message, as I recall, $450 some odd million. 

Mr. Bracu. What he said, sir, was this: that there are in process, 
or completed, negotiations with foreign governments that will total 
an investment value of commodities of $452.8 million. 

Senator ELLeNpDER. How much have you actually sold? 

Mr. Breacu. None have actually moved yet. 

Senator ELLENDER. That was all in contemplation? 

Mr. Bracu. Yes, sir. 

Senator ELLeENDsER. And it is still all in contemplation? 

Mr. Bracnu. Yes, but those agreements are now at this stage being 
firmed up after a considerable period of getting the mechanics worked 
out, and we believe that that volume of operations will take place. 
The estimate included in this CCC estimate is $400 million. We 
believe that much will take place durmg the remainder of this fiscal 

ear. 

. Senator ELLtenper. As I recall the provisions of Public Law 480, 
these surplus commodities are being sold for the currencies of the 
country that we are contracting with. 

Mr. Morse. There is broad authority in the act for such sales, and 
part of the contemplated sales will be made in that manner. 

Senator ELLenper. I understand there is broad authority. What 
did you do? What does your contract contemplate? 

Mr. Morse. The contracts will vary by countries. 

Senator ELLENDER. Start with anyone that is completed; start 
with one you have completed. 


AGREEMENT WITH TURKEY 


Mr. Morse. For Turkey, the first agreement under title I was 
signed with the Government of the Turkish Republic on November 
16, 1954. This agreement provided for about 300,000 tons of bread 
grains and feed grains to Turkey. 

Senator ELLENpDER. Three hundred thousand tons, is that right? 

Mr. Morse. That is right. 

Senator Ettenper. How much money does that involve? 
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Mr. Morsnz. About $30 million in CCC costs. 
Senator EtteNpER. How will Turkey pay for that commodity? 

Mr. Morss. This report does not give that figure exactly. 

Senator ErLenpreR. Who negotiated the contract? 

Mr. Beacu. The payment will be made in Turkish liras, half of 
which will be used in meeting United States expenses in that coun 
and the remainder as loans for furthering Turkish development. This 
is quoting from the President’s report. 

Senator Etuenper. That is, half of the $30 million would be used 
to pay obligations that we incur in Turkey? 

Mr. Beacu. Yes; United States expenses in that country. 

Senator ELLeNpER. Such as, do you know? 

Mr. Bzuacu. I don’t have an itemization of those. 

Senator ELLENpsER. Is it named in the contract? 

Mr. Beaca. I have not seen the contract, sir, and I cannot give 
you the details as to what is im the contract. 

Senator ELtenper. Who handles it in the Commodity Credit 
Corporation? Have you anybody present who did it? 

Mr. Ricuarps. | think it represents mostly military expenses. 

Senator ELLENDER. How much of the entire amount will be 
utilized for paying out own expenses? Is it limited to the 50 percent 
or will Turkey have 50 percent for its own use? 

Mr. Morse. The President in his statement shows an example of 
the use to which local currencies generated by the various country 
agreements are put, pursuant to the act, by including the breakdown 
on the Japanese program. 

It varies by countries, and the use of these foreign currency funds 
which are acquired is at the disposition of the President under au- 
thority provided in the act. It may not be fully determined at the 
time of the negotiations, and they are on deposit for future use. 

Senator ELtenper. As a matter of fact, this $30 million can be used, 
if the President sees fit, for rehabilitation in Turkey, is that right? 

Mr. Morse. That is, technical assistance but in this program as we 
said before 50 percent is for United States use. 


CREATION OF COUNTERPART FUNDS 


Senator ELLENDER. The reason I am asking these questions is that 
I recently returned from an extended tour abroad, and our FOA people 
are cooking up a lot of schemes, whereby the proceeds from the sales 
of these commodities that you can dispose of are to form another little 
kitty to keep them in the business. 

aa) are you acquainted with any of that? 

Mr. Morse. I have not the firsthand knowledge that you apparently 
have acquired. 

Senator ELLenper. Well, I do have that knowledge. I have 
talked to them and they are there just waiting in order to create more 
counterpart funds, so as to show a necessity for keeping FOA in being 
beyond June 30 of this year. 

Now, you saw that, although the contract that has been signed pro- 
vides for $30 million, or half to be spent to pay expenses of our own 
out there, that can be changed at will? 

Mr. Morse. As I understand it, these foreign currency funds 
which are deposited as a result of these sales then can be used in 
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yarious ways, development of new markets, procurement of military 
equipment, financial purchases for other friendly countries, and so on. 

Senator ELLenpDER. So that the half of the $30 million, that «is to 
be loaned under the present agreement to Turkey, may turn out to be 
a gift if the President or those in authority decide to so do, am I right? 

Mr. Morse. That is a decision that could be made by those in 
authority. 

Senator ELLENDER. Can you give us another illustration of any 
other contracts like that? 

Mr. Morse. Here is more information on this Turkish agreement. 
The Turkish liras derived from the purchase of wheat within FOA 
defense support funds will be used for the Turkish armed forces; 
those resulting from CCC sales will be divided equally to meet United 
States obligations and to be loaned for the promotion of Turkish 
economic development. 

Senator ELLENDER. How much of it may be used in order to 
assist Turkey in paying expenses of its army? 

Mr. Morse. The lira to be received under the agreement under 
title I of Public Law 480 is divided equally, one-half to meet United 
States obligations, and one-half for loans to further Turkish 
development. This latter item refers to FOA defense support funds. 

Senator Ettenper. As I understand, all of these sums are in 
addition to what may have been made available to Turkey during this 
fiscal year. 

Mr. Beacu. That is correct; this would be in addition. 

Senator ELLeNpER. Have you any other contract that you have 
completed? 

Mr. Beacu. In the President’s message it was pointed out that 
many of these contracts are in the process of negotiation, and he could 
not divulge the details of them without prejudicing the negotiations. 
He did give an example in the case of Japan. 

Senator ELLENDER. How do you mean “without prejudicing the 
negotiations’? Who would be prejudiced? 

Mr. Morss. Until the negotiations are completed, these are usually 
not widely discussed. 

Senator ELttenper. Is Turkey the only one that you can talk about 
now? 

Mr. Bracu. There is another example. 

Senator ELLeNpER. Give us another one that you can talk about. 


NEGOTIATIONS WITH JAPAN 


Mr. Beacu. This is one with Japan, that Mr. Morse referred to. 
The use of local currency as they have it broken down here would be as 
follows: To develop new markets, $2 million. 

Senator ELLENDER. That would be spent in Japan? 

Mr. Beacu. Yes, sir. 

Senator ELLENDER. By whom? 

Mr. Bracu. By the United States Department of Agriculture. 

Senator ELLeNpER. For whose use and benefit? 

Mr. Beacu. To benefit the United States by development of more 
procurement of United States agricultural commodities. 

Mr. Morss. The development of new markets would be develop- 


ment at our expense of new markets for farm commodities for our 
products. 
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Senator ELLENDER. Would it be used to pay our own people, or to 
pay Japanese, or how would that be handled? 

Mr. Morse. I suppose it would be used both ways, in the process 
of promoting or developing new markets in Japan for United States 
products, whether farm products or commercial products. 

Senator KLLENDER. Would any of that be used in order to develop 
Japan’s economy? 

Mr. Morse. I would take it that it would not. 

Senator ELLENDER. Solely American? 

Mr. Morsz. Yes, sir. 

Senator ELtenpEeR. Would you tell us about the rest? 

Mr. Beaca. The total is $85 million. The major item represents 
loans for economic development which total $59% million, and the 
next largest item was procurement of military equipment, $17 million. 

Senator ELLENDER. That $2 million is to be spent by us to develop 
a market for our own products in Japan? 

Mr. Morse. That is my understanding. The $17 million would be 
to meet our own military expenses, military expenses of the United 
States. 

Senator ELtenperR. Because of the presence of our forces there? 
Mr. Morss. I would judge that would be the case, primarily. 


PURCHASES FOR OTHER COUNTRIES 


The next item is to finance the purchases for other friendly countries 
in the amount of $5% million. Now, it is my understanding in that 
instance that if we were providing other friendly countries with items 
that could be purchased in Japan, that these yen would be used to 
pay for purchases. 

Senator ELLenper. For us to give to other countries? 

Mr. Morse. That is right; or the items might be sold to other coun- 
tries for their currency. 

Senator Tuyr. In order that we may elaborate a little on that, to 
elarify it, What other countries might be considered? 

Mr. Morse. There are other countries in the Asian area that might 
be considered. 

Senator KNow.Lanp. It might be Korea getting some materials in 
Japan and Thailand, and Formosa, probably, and the Philippines. 

Senator ELLENDER. Is it confined to that area? 

Mr. Morse. It might be used elsewhere. 

Senator ELLENDER. You could send it to Norway, if you wanted to? 

Mr. Morse. We assume the location would be closer to Japan. 
That is the reason I say Asia. 

Senator Tuy. But it is true, however, that if you wanted some 
heavy industries from Germany, for Korea, or for Japan, or any 
place in there, you could use those funds to go back into even Europe 
to pick up whatever you wanted. 

I just want to get the record straight. 

Mr. Morse. No, sir; I think these would be purchases of items 
which Japan could supply to other friendly countries where we wanted 
to supply them. 

Senator ELtenper. This $5% million would be used to buy goods 
in Japan that could be given by us to other friendly countries? 
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Mr. Morse. Given or sold for their currencies. 

Senator ELLENDER. Now you have accounted for that much of it. 

Mr. Morse. There is to pay United States obligations abroad an 
item of $250,000. Loans for economic development to Japan would 
amount to $59% million; it is by far the largest single item. 

For international educational exchange, there is an item of $750,000. 

That makes a total of $85 million. 

Senator ELLenpER. How would this loan be handled? Do you 
know, have you got the details of how that would be done, and what 
security would we have, or exactly how would it be done? 

Mr. Morser. That would be merely a government-to-government 
loan. 

Senator ELLenpER. A government loan? 

Mr. Morse. Yes. 

Senator ELLENDER. Just to the Japanese Government? 

Mr. Morse. That is my understanding, sir. 

Senator ELLtenpEer. Now, am I correct in saying that of all of the 
sales in contemplation, and those two you have just mentioned, we 
are to get nothing in return that can be used in our own country? 
There is no cash and no dollars? It is just to be spent abroad? 


MILITARY EQUIPMENT 


Mr. Morss. This procurement of military equipment would be 
in place of purchases we would otherwise have to make jor the area 
to which Japan is most accessible. 

Senator ELLENDER. You mean the $5% million worth? 

Mr. Morse. That is the $17 million for military equipment, which 
represents money that, as I understand it, we would spend for our 
military operations, if this transaction was not made. 

Senator ELLENpDER. That could be used to pay the expense of our 
own soldiers, as I understand it. 

Mr. Morse. That is the use of that $17 million; yes, sir. This 
use would return dollars to CCC. 

Senator ELLENpDER. Are there any other contracts that you can talk 
about in detail? 

Mr. Beacu. There is no detail of the other contracts in this report, 
sir. 

Senator ELLENpDER. May I suggest, Mr. Chairman, that as these 
contracts are completed that the committee be furnished with a little 
detail or outline of how much is involved, and how it is expected the 
money will be spent. 

Chairman Haypen. It seems to me that that would be proper. 

Senator Ettenper. If any changes are made—as you say the 
President or somebody else has a right to do that, for instance in this 
Japanese contract, and the other we have just discussed—if any 
changes are made in the contract, as to how that money is to be used, 
I think that the committee should also be notified. 

Chairman Haypen. There is no reason why we shouldn’t be kept 
informed. 

Mr. Morss. I will be glad to do that, sir. 


56982—55——_3 
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PRIOR AUTHORIZATION 


Senator Young. I note on the first page of your statement: 


this request for authorization to use additional CCC funds for administrative 


expense purposes is a product of the developments which caused us to come to 
Congress twice last year. 


Did you use any of your last year’s authorization for borrowing 
authority? 


Mr. Bracu. We were up to $7,545,000,000, as of November 30, 
1954. 

Senator Youne. Your last authorization was from $8% billion to 
$10 billion? 

Mr. Beacu. We anticipate at the peak use this year, and we haven’t 
reached the peak and won’t until February, that we probably will be 
between 8 and 8} billion dollars. The drought cut down the amount 
of the required use of borrowing power, particularly when it cut the 
corn crop, and our loan volume on corn now is estimated considerably 
less than it was when we were up here last year. 

Senator YounG. You never used the last authorization you received 
last year? 

Mr. Beacu. The figure I gave you of $7% billion is our alltime peak 
to November 30. 

Mr. Morse. May I supplement that, too? It bears on a question 
Senator Ellender asked. 

The development of the movement of these products into use has 
been more than we anticipated earlier, even though products have not 
actually yet moved under this additional authority that has been 
received. Our efforts to stimulate sales and get these commodities 
moved into use, has resulted in more dispositions than anticipated, 
which is helping hold down the volume. 


OTHER USE OF FUNDS 


Senator Youna. I raised a question at the time you got that 
additional authority, believing you didn’t need it. It appears that I 
was right. You have some authorization to use CCC funds for other 
purposes, for example, for control of foot-and-mouth disease, in 
Mexico. During the last year, you used some of these funds for other 
purposes.. Do you have a list of those? 

Mr. Breacu. That is not a use of administrative funds. Those 
transfers come out of the capital funds of the Corporation, and they 
are not included in this limitation. We have authority to advance 
funds to the Agricultural Research Service for eradication of foot- 
and-mouth disease and also brucellosis, under the appropriation act, 
but it is not against this limitation. 

Senator Youna. | think you stretch your authority there, but we 
will go into that some other time. May I ask one other question, 
and then I will be through. Who handles these negotiations for 
contracts to dispose of agricultural commodities for the Department 
of Agriculture? Who handles it for the United States Government— 
is it FOA? 

DEPARTMENTAL PARTICIPATION 


Mr. Morss. The President delegated the authority to the State 
Department to negotiate the agreements. After an agreement is 
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made under title I, the authority is delegated to the Agriculture 
Department to carry out the sales. 

Under title 2, with respect to the $300 million which was made 
available to FOA, of course, that is handled by FOA. 

There is an interagency committee to which the President refers 
in his report, which brings together officials of the Departments of 
Commerce, Treasury, State, and Agriculture, the FOA and the 
Bureau of the Budget to handle matters which involve monetary 
exchange and other problems that have to be worked out between the 
departments. 

Senator Younc. These contracts that you were discussing with 
Senator Ellender a moment ago, Who handled those for the Agriculture 
Department? Did you have anyone in the Department of Agri- 
culture working with the State Department on that? 

Mr. Morse. Yes; we have a staff working committee, to which the 
President also referred, which is headed up by Mr. Lodwick, who is the 
head of our Foreign Agricultural Service. That is where the primary 
work is done on working out what commodities will be within these 
transactions, under the authority which is granted in title 1 of Public 
Law 480. 

Senator Young. I think some good progress has been made in dis- 
posing of agricultural surpluses under this program. That is all. 


POWDERED MILK DISPOSAL 


Senator Toye. The question that I wanted to get some information 
on is how much has it cost us to finance the disposal of powdered milk 


to the feeds processor and mixer. How much has it cost the Com- 
modity Credit Corporation? And how many pounds or in tons have 
you moved of the powdered milk? 

Mr. Bercer. Five hundred and seventy-three million pounds 
have been moved or sold under that program. 

Senator Toyz. What percent did that constitute of your holdings 
of powder milk last year? 

Mr. Bereer. Our holdings at the present time are now well below 
100 million pounds. 

Senator Tuyr. Let me frame the question a little better. What 
percent of your disposal program on powdered milk went into the 
commercial feed mix? Some would go to edible foods. That is the ' 
question I would like to get cleared up. 

Mr. Beacu. I can give you these figures. As of January 5, we 
had on hand a total of 94,608,000 pounds of dried milk. We had at 
the peak, during the past year, 656 million pounds of dried milk. 

Mr. Morss. We are coming up to the peak acquisition now. 

Senator Tuyr. You have not reached your peak, and you will not 
get your peak until a few months from now? 

Mr. Morssg. We are moving into the peak situation now. 

Senator Tuy. It will be a few months now before you get into 
your peak. 

Mr. Beracu. For animal feed, we have disposed of 578,579,000 
pounds from January 1, 1954, through November 30, 1954, and we 
disposed of, for human use, 3,796,000 pounds. 

In other words, there was a total disposal of approximately 582 
million pounds, of which 578 million was for animal feed. 
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Senator Tuy. Five hundred and seventy-eight million was animal 

















































feed? N 
Mr. Buacn. Yes. be 
Senator THyr. At a cost to the Commodity Credit, and the differ- neg 

ence of what actually was advanced on that powder milk and that S 

which you disposed of afterward, and that was a total of how many out 

millions? _s 
Mr. Bercer. Five hundred and seventy-eight million pounds. in: 
Senator Toys. But what is your dollars-and-cents loss on that trans- Tur 

action? N 
Mr. Buacn. Sir, I do not have it for that particular period, but we 

had about 17-cents-a-pound investment in the milk S 
Mr. Bercer. And it was sold for 3% cents on this side of the Rocky - 

Mountains and 4 cents on the other side, and in addition you have a a. 

variable cost of delivery. os 

Mr. Morse. That would be about 13 cents times the quantity sold. E 

Senator Toye. That which was sold for edible usage commanded wi 
what price? mo 

Mr. Ricuarps. Senator, most of our disposals of dried skim milk ne 
have been at “‘fire-sale’’ prices. In the past 3 years commercial sales ) 
for export, for example, amounted to only about 2 million pounds; f " 
what we call noncommercial sales in the past 3 years amounted to om 
245 million pounds. The biggest recipient was the Children’s Fund O, 
of the United Nations. Those sales were for 1 cent a pound. CC 

Senator Tuyr. Was there any of it given free to any of the interna- 
tional relief organizations? a 

Mr. Ricnarps. To CARE, and other organizations, something like a 
265 million pounds was given away under donation authority. the 

Senator Torr. And are there applications or requests for addi- : 
tional powdered milk to go to that? ‘ 

Mr. Ricwarps. Yes, sir. , 

Senator Tuyn. I had a letter across my desk just recently, where a . 
nurse working in Formosa was asking why the Formosan Govern- on 
ment could not have for its relief needs some of the powdered milk : 
from the United States. “9 

You don’t deal except through some international organization such 7 
as CARE, and so on? e 

Mr. Ricwarps. That is right. 

Mr. Morse. Under the enactments of last year, FOA has not only - 
the $300 million under Public Law 480 authority, but another $350 f 
million, and those requests can be considered. es 

Senator Toys. That is all of the questions I have. a 

FURTHER DISCUSSION OF TURKISH AGREEMENT ie 

Senator Dirksen. Mr. Morse, recurring for a moment to some of ) 
the questions asked by Senator Ellender, in this Turkish agreement th 
which was negotiated in November of last year, I presume all of this 8a 
is done under title 1 of the so-called Agricultural Development and mi 
Assistance Act, is that right? ms 

Mr. Morse. That is my understanding, sir. 

Senator Dirksen. Now then $700 million was made available under th 
that act, and my understanding is that you are earmarking about th 


65 percent of that whole fund for your operations in 1955? 
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Mr. Morse. That is the case, as the President reported ; there would 
be about $453 million involved in the transactions now being 
negotiated. 

Senator Dirksen. And now your purchase account is credited 
out of the money made available under that act, for any grains that 
you may sell, to a foreign government. You have so much invested 
in 300,000 tons of bread grains and feed grains, that you sold to 
Turkey? 

Mr. Morse. Yes, sir. 

REIMBURSEMENT 


Senator Dirksen. Now, whatever you have invested, you just 
reimburse your own commodity credit account with the money taken 
out of the appropriation under the assistance act, is that correct? 

Mr. Breacn. No, sir. The sale is made under the contract trans- 
ferring commodities in exchange for foreign currency. The Com- 
modity Credit Corporation is reimbursed in terms of the foreign 
currency held by the Treasury. 

Senator Dirksen. Your account is not reimbursed in dollars? 

Mr. Beacu. Not until another Government agency utilizes the 
foreign currency and reimburses the Commodity Credit Corporation 
for the currency that belonged to CCC. 

The difference between the amount of the sale and the amount that 
CCC gets back from other Government agencies, which used the 
currency, is later subject to an appropriation by the Congress to 
reimburse CCC. 

Senator Dirksen. So there may be an additional deficit there 
that has to be repaired by a further appropriation at a future date? 

Mr. Beacu. Yes, sir. 

Senator Dirksen. So there is no 

Mr. Bracu. $700 million is the limit on the amount which can be 
reimbursed, and it is not the limit on the total amount of the sales. 

Senator Dirxsen. When you get all through with these other 
agencies, actually you will only have $20 million to put back into 
that account, and you will have to have an appropriation of $10 
million. We will not know what that story is for quite some time. 

Mr. Beacu. That is right. And the $700 million is a limit on the 
amount that CCC may ask for in the way of reimbursement. 

Senator Dirksen. Now, you sold to Turkey 300,000 tons of grains, 
for Turkish lira, and what was the price, or what is the bargaining 
price? Do you try to come as close as you can to the amont of money 
that you have invested? Or what did you actually do? 

Mr. Morse. That is in the terms of our investment in those com- 
modities. 

Mr. Ricuarps. We sell the grain for this Turkish agreement through 
the private trade, and we sell it at the going price for export, the 
same as any other export sale. However, the sales in this instance are 
made by CCC to grain firms in the United States, and then they 
make the deal with Turkey, and the foreign currency flows back to us. 

Senator Dirksen. Actually this was a private sale to Turkey 
through somebody who gave it through the Treasury. 

Mr. Ricnarps. We don’t actually sell the wheat itself, but under 
the arrangements, we eventually get the foreign currency and the 
trade gets the dollars in payment for the grain supplied. 
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UTILIZATION OF RECEIPTS 


Senator Dirksen. In response to Senator Ellender’s question, 50 
percent of what you got, whatever it will be, finally, was earmarked 
then for expenses that are incurred by our people abroad, in Turkey. 
We could buy a new site for an embassy in Ankara, or a new consul 
in Constantinople, or we can pay FOA personnel, or pay our military 
advisers, or anything you want to do with that money. 

Mr. Morse. We could pay travel expenses of any of our people 
that may be traveling there, and so on. 

Senator Dirksen. How is that account handled so far as those 
other agencies are concerned? Suppose $5 million or its equivalent 
in this money is made available to the Department of Defense, to 
pay the expenses of their people over there. Is it a transfer or is 
there a credit? I am trying to see, first, whether some agencies are 
having their appropriations agumented by very interesting devices 
here. 

Mr. Morse. We would be reimbursed out of their appropriations. 
We would not be paying out of CCC for military or travel expenses 
or these other items that you have referred to, sir. 

Senator Dirksen. Now, the other half; did you want to add some- 
thing to that? 

Mr. Beacu. The actual mechanics are that the other agencies buy 
our foreign currency with their appropriated funds and pay the 
Treasury for it. 

Mr. Ricwarps. The Treasury holds these lira for us. 

Senator Dirksen. And it makes a very interesting financial pattern 
and quite complicated, I think. 

Mr. Morse. We have to get the cooperation of the people in the 
Treasury, because with the problems of convertibility and all of the 
other exchange problems that you men know about, we really need 
the help of the Treasury Department. 

Senator Dirksen. Now, the other 50 percent that we get from 
this sale is deposited for us in Turkey, probably under our supervision, 
for projects, technical cooperation, and so forth; is that correct? 

Mr. Morse. Yes, as a loan. 

Senator Dirksen. So if they want to build some roads out of 
Istanbul, for instance, this money would be available; or if they 
want to build some country schools away off in the eastern part, 
those two very controversial provinces, this money could be used 
for that. It can be used for that; is that not correct? 

Mr. Beacn. It is my understanding that the FOA will decide 
whether or not to approve the use of that foreign currency for those 
projects. 

Senator Dirksen. In effect, then, that really amounts to a grant 
of one half of whatever the sale is, said grant to be expended under 
the supervision of FOA, so if FOA says you can use it to build a 
bathhouse in Istanbul or a school, or you can build a chunk of highway 
somewhere, really FOA funds have been augmented by that amount, 
because whether we give it to them, and they, in turn, take it over 
to Turkey and spend it, or whether you turn it over to them, is one 
and the same thing. 

Mr. Morse. That authority, I believe lies with the President. 
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Senator Dirksen. That is not quite the point, Mr. Morse. The 
oint is that I am just trying to get clearly in mind whether we have 
Bedi making available to FOA, not directly, but indirectly, funds in 
substantial addition to the money that was carried in the appropria- 
tions for Foreign Operations Administration. 
Now, is this pattern to be carried out in other countries? For in- 
stance, you sold 425,000 tons 
Senator Munprt. Do they get that money back from FOA? 





SALES TO YUGOSLAVIA 






Senator Dirksen. We will get to that. 
You sold 425,000 tons of grain to Yugoslavia, is that correct? 

Mr. Bercer. It is correct that we are in process of selling that 
quantity. 

Senator Dirksen. Is the pattern with Yugoslavia identical with 
that of Turkey; in other words, we will get back half, and half of it 
stays over there for Tito to use under our supervision, for building 
roads up in the mountains, or buying some equipment, or doing what- 
ever we think he might well do with the money? 

Mr. Ricuarps. Senator Dirksen, you have already indicated the 
complexities of this thing. In addition, you may recall that in the 
FOA appropriation $350 million of the funds are earmarked also for 
this type of assistance. 

Senator Dirksen. We are not talking about that; we are talking 
about $700 million in there, Public Law 480. 

Mr. Ricuarps. As I recall it, part of this Yugoslavia deal is under 
fFOA funds and part under Public Law 480, authority and I cannot . 
tell you just which is which. 

Senator Dirksen. That would not make any difference. I am 
trying to find out whether it is out of 480, or Public Law 615, or any 
other act. How much we get back from the sale and how much is 
left over there in the form of a grant and who administers the grant, 
that is what I want to find out. 

Mr. Ricuarps. It is primarily military aid in the case of Yugoslavia. 
Senator Dirksen. But it could be a grant or partially a grant? 
Mr. Ricuarps. I think that that is about what it amounts to. 





HOUSE REPORT 


















Senator Dirksen. Mr. Morse, what I am getting to, and I don’t 
want to belabor this, Mr. Chairman, but doubtless you have seen the 
House report, and they write on page 1, and they are speaking now 
about a majority of the members of the committee over there on 
appropriations who heard your testimony: 

They believe that this difficulty is due to the failure of the Corporation to 
discharge its responsibility under its charter to sell its commodities competitively 
in world markets. Testimony before the committee shows that none of the 
large stocks of cotton, cheese, corn, rice, seeds, naval stores, tobacco, and wool 
have been or are being offered for sale on a competitive basis, despite basic author- 
ity in law to do so. 

Now, if that is not correct, I would not let that stand, if 1 were 
sitting over on your side of the table. That can be considered as 
something of an impeachment of your operations unless you have 
got an answer for it, and I am just trying to find out what the answer is. 
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SALES UNDER INTERNATIONAL WHEAT AGREEMENT 


Mr. Morse. I believe, sir, that the reading of the total hearing 
will develop the answer, I would like to further state here that the 
largest single item that we own is wheat. 

s the committee well knows, and the Senate well understands, 
under the International Wheat Agreement, we are selling wheat at a 
subsidized price, and outside of the wheat agreements we are meeting 
world markets by selling wheat competitively. That is being done 
right along. Corn is not much of an export item, and that is an 
item on that list. 

When you take our holdings of wheat and corn and add to it the 
commodities which CCC holds which are being sold competitively, it 
leaves a total for the group that is named, of $661 million against an 
inventory of $3,779 million. 

One item named is naval stores. Because of the drought supplies 
of naval stores are quite low, the market is about at the support price, 
and we might run the risk of domestic shortages if we were trying to 
push naval stores out into export. 

Also, I would like to call the attention of the committee to the faet 
that in the case of cottonseed oil, for instance, we had reached a peak 
inventory of 1 billion and 35 million pounds, but primarily through 
export sales, our present inventory as of January 5 is down to about 
314 million pounds. That is about a third of the peak amount. 

We are aggressively making efforts to sell, and we have had success 
in selling. Furthermore, may I call the committee’s attention to the 
fact that this Public Law 480 authority is used in a way which will 
not disturb regular marketings. After we have gone as far as we can 
in moving these products to market and if it then appears there can 
be disposal in a constructive way to help in our own development of 
future markets, military uses and technical assistance, and so on, then 
we utilize the authority under Public Law 480. 


CLARIFICATION OF HOUSE REPORT 


Senator Dirksen. May I make this suggestion? I do believe be- 
cause of the tremendous interest in this matter that Mr. Morse ought 
to submit perhaps a 1-page memorandum that is responsive to this 
item in the House report. 

I would not care to let that stand. If that is not a correct estimate, 
I think that should be done. And do it in ordinary language so that 
we have a pretty clear picture of what you are doing in the competitive 
field and in this assistance field. 

I do not want to fool anybody on this. If half of this is grant and 
it is turned over for administration to FOA, or to the Department of 
Defense, I just want to know what additions these are getting. 
That is just like providing them the money. 

You say, ‘‘All right, money comes from another source,’’ but you 
are going to manage the money and the supplies over there. 

This gives point to what Senator Ellender said, that actually 
without the knowledge of Congress you could be building up a fund 
that is going to require a good many people in all countries where 
foreign aid goes on to continue this long after that agency may have 
been liquidated. 





URGENT DEFICIENCY APPROPRIATIONS, 1955 23 


Senator ELteNpER. As I pointed out, I came across at least a 
dozen countries in which I obtained from our FOA representatives, 
information to the effect that they expected to get money from that, 
source in order to keep themselves in the picture. 

Senator Dirksen. I would just like to know. 

Senator ELLENpDER. Certainly. 

Senator Dirksen. Mr. Chairman, if you are amenable to that 
suggestion 

Chairman Haypen, I think we would be glad to have Mr. Morse 
do that. 

Mr. Morsg. We will do that, and I would call attention to this 
report which gives on page 98, at the end of 1954, this greater utiliza- 
tion of surplus foods will give you the donations domestically and 


abroad. That bears on this, and we would be very happy to provide 
the other, and we would be very happy to sit down with congressional 
committees and explore this whole thing. It is a new program. We 
are getting started in it and we would like to discuss it with the appro- 
priate committee of the Senate. 

(The statement referred to follows:) 


Export SALES AT CoMPETITIVE WoRLD PRICES 


The Department is keenly aware of the effect large Government stocks can 
have on the domestic market and of the need for effective action to dispose of 
these surpluses in an orderly manner. 

We also recognize that exports are an important outlet for our agricultural 
commodities and that a policy of encouraging exports should be followed. In line 
with this policy, we now are offering a large number of commodities now in inven- 
tory for export on a competitive bid basis. 

At the same time we must recognize that use of our authority to reduce prices 
for export sales must be resolved on a commodity-by-commodity basis in which 
major consideration is given to the effect of such action on farmers and the farm 
program. 

There are many factors that must be considered in determining whether such 
reduced sales prices have advantages to farmers and the farm program. For 
example, we must consider the cost to the whole farm program, the effects upon 
other farm commodities, the extent to which exports will be increased, the genuine 
longtime benefits—if any—to the commodity, the world commercial demand for 
the commodity, and the likelihood that other exporting countries may match or 
shade any price we may establish. 

It might be injurious to the interests of farmers to adopt a blanket policy under 
which all our stocks not required for reserve purposes would be offered for export 
sales at world price levels. We must constantly consider whether such action 
would greatly weaken world commodity markets and whether other producing 
countries would have no alternative except to lower prices still further. If buying 
countries delayed purchases as long as possible, with repercussions on our regular 
commercial sales, we might have no alternative except to follow prices down. 

As pointed out in the committee report, at present the Department is not offer- 
ing for export sale on a competitive bid basis its stocks of these commodities: 
Cotton, naval stores, tobacco, cheese, corn, rice, seeds, and wool. The reasons 
why we are not doing this are as follows: 


COTTON 


The Commodity Credit Corporation has in its inventory approximately 1.8 
million bales of cotton. 

The Department’s policy has been to nct sell its inventory stocks in competition 
with producer cotton during the heavy marketing season since whenever the 
available supply of producer’s cotton exceeds the demand the surplus will go 
into the piice-support program. At present CCC has loans on approximately 
7 million bales of cotton in which the individual producer still has an equity. 
A policy of offering cotton for sale on a basis competitive with world prices would 
result in all expert sales of cotton first moving through the loan program into 
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the stocks of the Corporation and back out to the trade rather than through normal 
trade channels. Sucha program would result in materially larger administrative 
costs to the Corporation and in our opinion find little, if any, support from any 
segment of the cotton trade, including the cotton producer. It also would tend 
to depress the world price, widening the spread between domestic and world prices 
and increase GCCC’s losses, because we export such a high percentage of cotton 
sold in world trade. In the 1953-54 marketing vear cotton exports totaled 3.2 
million bales. The estimate for the 1954-55 marketing year is 4.5 million bales, 







NAVAL STORES 


Commodity Credit Corporation stocks of rosin and turpentine represent the 
bulk of these commodities available both in the United States and abroad. CCC 
turpentine stocks represent less than 1 month’s supply and its rosin is equal 
approximately to 3 months’ supply. There is no surplus in naval stores. 

CCC is offering its turpéntine and rosin available for sale at stated weekly 
prices in line with market prices. In view of the domestic and foreign short 
supply position, which has been gradually building up for the past yea as evi- 
denced by an increase in rosin exports of 27 percent in the 1954 crop year, there 
would be no justification in pricing export shipments at less than prices for 
domestic sales. 


TOBACCO 


The small lot in CCC inventory is cigar-type tobacco of qualities normally used 
domestically for chewing tobacco and is available for sale on a list-price basis by 
the grower cooperative association along with other tobaccos still pledged for loan 
by these associations. Practically all tobacco under price support still is under 
loan through grower cooperative associations which receive, pack, store, and sell 
the loan tobacco. These tobacco grower organizations, as well as the industry, 
have consistently opposed the sale of loan stocks at reduced prices except into 
new markets. Tobacco pledged for loan may not be redeemed. Instead, the 
associations apply all proceeds of sales to reduce the indebtedness to CCC until 
the loan is fully repaid or the tobacco is all sold. The associations offer the to- 
bacco on a catalog list-price basis, and the sales price is the same without regard 
to whether the tobacco is to be used domestically or exported. 


CHEESE 


Our current inventory consists of Cheddar cheese. World trade in Cheddar 
cheese is limited almost entirely to imports by the United Kingdom, which gen- 
erally buys on the basis of long-time contracts from Commonwealth countries. 
CCC has offered Cheddar cheese for export sale at 25.5 cents per pound for grade 
A and 24.5 cents per pound for grade B, since May 1954. These prices were 
established at levels in line with world market prices. Despite the fact that 
these prices are close to 10 cents a pound below domestic prices, we have sold only 
@ very small quantity. We have recently offered limited quantities of butter on 
a competitive bid basis and intend to utilize our experience under these butter 
operations in connection with future disposals of cheese and other dairy products. 


WOOL 


CCC stocks of wool have never been offered on a competitive bid basis for 
export. For many vears, the United States has imported from 2 to 3 times more 
wool than has been produced in this country. Wocl imports are subject to a 
fairly high duty, and domestic prices of wool are usually substantially higher than 
prices in foreign markets. Under such conditions sales of CCC wool can be made 
much more advantageously in the domestic market to replace imports than they 
can be made in foreign markets. Under the provisions of the National Wool Act 
of 1954, an incentive program for expanding wool production was recently 
announced. This program provides for price support at 106 percent of parity 
with payments being made to producers for the amount by which average prices ot 
wool falls below the support level. Thus after CUC takes over defaulted loans 
under 1954 wool program, po more wool will be acquired by CCC. The Secretary 
announced on October 12, 1954, that through May 1955 no CCC stocks of wool 
would be sold for less than 103 percent of the 1954 loan rate plus sales commission. 
This was done to protect farmers in selling the balance cf the 1954 wool clip at 
prices at or above 1954 loan rates. At the same time the Secretary also ennounced 


that after May 1955, CCC would proceed in an orderly manner to liauidate its 
wool holdings over a 2-year period. 
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CORN 


The United States has never been a large seller of corn for export. It is probable 
that the United States will export a normal quantity without CCC selling its 
corn at less than the market price, Last summer CCC had a 15-cent per bushel 
export subsidy on corn. Sales under that program were small. The subsidy on 
corn exports was suspended at the beginning of the heavy marketing season for 
corn because it was felt that CCC sales for export at reduced prices should not 
be made at a time when farmers were making large sales of corn. Sales are now 
made at the market price. Because corn is widely used for feed in the United 
States, feeders might object if CCC corn were sold Wee export at substantially less 
than it is available to them. 

RICE 


CCC rice inventories are small relative to the total carryover, but loans are at 
récord levels, in excess of 15 million hundred-pound bags. Rice producers have 
repeatedly requested that CCC not offer rice for export because of the large 1954 
crop which caused the domestic price to be below support and because CCC sales 
for export would interfere with commercial export sales. 


SEEDS 


CCC stocks of seed have been reduced sharply in the past year. Some of the 
of the seeds were sold for export on a competitive bid basis. There is no current 
support program for seeds. In view of the 1954 drought and other factors increas- 
ing domestic seed requirements, it is expected that most of the remaining stocks 
can be moved in domestic channels. 

In addition to the above comments on the commodities mentioned in the House 
committee report, the following information is pertinent in the case of wheat, 
tung oil, and cotton linters: 

WHEAT 


CCC has sold substantial quantities of wheat, about 130 million bushels from 
July 1954 through December 1€54, from all three coasts under both IWA and 
non-IWA. Additional quantities are under negotiation under Public Law 480 
and will move in the immediate future. Wheat sales are made at the market 
price less the [WA subsidy in effect at the time of sales. This gives exporters an 
opportunity to compete at world prices. Such sales, because of the futures 
market, do not lend themselves to competitive bids. 


TUNG OIL 


The United States usually imports substantial quantities of tung oil, and 
large foreign supplies of this oil are available. Sales of tung oil by CCC for 
export would simply result in United States tung oil replacing foreign tung oil 
in normal foreign markets, which in turn prebably would result in larger imports 
of tung oil into the United States. 


COTTON LINTERS 


CCC has not offered its stocks of cotton linters for export sale primarily because 
such sales would interfere with commercial export sales of linters or products made 
therefrom. So long as the present cottonseed price support is in effect, any export 
sales of linters by CCC would result in an equivalent quantity of linters being ac- 
quired by CCC under the support program. In its current support program, CCC 
has attempted to value linters at a level low enough so that little, if any, linters 


would be acquired by CCC, but no sales are currently being made from CCC 
stocks. 


PAY OF EXPORTERS 


Senator ELLENDER. How are the exporters paid for handling this 
grain under Public Law 480? 


Mr. Beacu. They get paid through regular commercial letters of 
credit. 


Senator ELLENDER. Do they get dollars? 
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Mr. Beacu. Yes; they get dollars in exchange for the commodities 
they supply. In effect, when this letter of credit is drawn upon, it 
provides foreign-currency funds to the Treasury. 

Senator ELLenpER. The bank gets it from the country who bills it, 
and they can easily get that, but they cannot get enough to pay for 
what they buy from us. 


PURCHASES OF STRATEGIC MATERIALS 


Senator HoLuanp. I have a question I would like to ask you. One 
of the fields for the use of this foreign currency that was specifically 
approved in Public Law 480 was the purchase of strategic materials, 
In the case of Turkey, of course, chromium was highly needed material. 

Is there any part of the fund in the Turkish agreement allotted for 
the purchase of chromium or any other strategic material? 

Mr. Morse. That would be handled under a separate barter 
authority, Senator, as expanded under Public Law 480. 

Senator Hotitanp. The 480 law permits the handling of it in either 
way. 

Now, someone here in your staff says that some of it was used. 
Would you state for the record just what was used for the purchase of 
chromium or any other strategic material? 

Mr. Ricnarps. | think it was all chrome ore and it was a barter 
transaction for wheat. As I recall it, the figure is 100,000 tons of 
wheat, but I would like to check that. 

Senator Hotuanp. One hundred thousand tons of wheat was used 
in the barter transaction? 

Mr. Ricnarps. Yes; in addition to this $30 million under title I. 

Senator HoLttanp. But it comes in the total of the Turkish agree- 
ment? 

Mr. Ricuarps. Yes. 

Senator Hotuanp. I wish, Mr. Chairman, that for the purpose of 
having the record clear on this, that we ask that the record be supple- 
mented to show just what was the transaction for the acquisition of 
strategic materials in the Turkish arrangement, just to illustrate how 
the act can be used in that field. 

Chairman Haypren. We will put that in the record. 

Mr. Morse. We will be happy to supply it. 

(The information referred to appears on pp. 32.) 

Senator Hottanp. Now, perhaps I misunderstood Mr. Morse, but 
he said that much of the cottonseed meal was used in the foreign 
program. Is that correct? 

Mr. Morse. Cottonseed oil. 

Senator HoLLanp. You did not say ‘‘cottonseed meal’’? 

Mr. Morse. No, sir. 

Senator HoLtanp. That was used almost entirely in the drought- 
relief program. 

Mr. Morse. That is right; yes, sir. 


FUNCTION OF PRIVATE TRADERS 


Senator Hottanp. Now, I have one more question. In connection 
with the utilization of private traders, would you supply for the 
record one illustration of how the private trader functions in connec- 
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tion with the purchase of surplus commodities from the CCC, then 
the sale, and then the following of the foreign currency which was 
acquired by that foreign trade? Would you supply a typical case so 
that we can see just how that private trade is utilized? 

Mr. Morsr. Yes, sir; we would be very happy to. 

Senator Haypen. Would you give one specific instance? 

Mr. Morse. We will take a typical example of just how the 
foreign trader fits into it. 

Senator Hotuanp. Do you not think that would illuminate this 
record, to have that information? 
Chairman Haypen. I do. 


UTILIZATION OF FOREIGN CURRENCIES 




















Senator HoLLanp. One more thing, Mr. Chairman. It has not 
been my understanding, as one of those interested in Public Law 480, | 
that the law permitted the utilization of any part of this foreign cur- 
rency in objectives such as FOA, and other similar grants-:n-eid and 
relief organizations, except by charging them to the regular appropria- 
tions made by the Congress for those agencies. 

Now, if that is not the case, I think this record ought to very clearly 
show that, because that was, I am sure, the intention of the Agri- 
cultural Committee, not to augment, by indirection, the appropriation ) 
that went to these other agencies, but instead to permit the use of 

rtions of this foreign currency in these other authorized programs, 
but with the requirement that they be duly charged against the 
appropriations of these other agencies. 

Now, Mr. Morse can clear up that question for us. 
Mr. Morse. We will be glad to. 


USE OF WAIVER AUTHORITY 

















Chairman Haypren. The clerk has directed my attention to the 
proviso that the President is authorized to waive such applicability of 
section 1415 in any case where he determines that it would be inappro- 
priate or inconsistent with the purpose of this title. 

For that reason, I think, it would be highly proper if we direct the 
clerk of the committee to make inquiry as to how many cases that 
waiver has been exercised. Otherwise, it is whether actually money 
derived from this source is reimbursed from the appropriation made 
to other agencies. 

Senator Ho.Lianp. That was the intention of the committee, 
Mr. Chairman, that, in the normal operation, reimbursement be 
made. In other words, it was that the operation be charged against 
the specific appropriation, granted by Congress for the use of this 
other agency. 

Chairman HaypEn. We will bave to find out how often this waiver 
authority was used. I will ask Mr. Cooper to do that. 

Senator Hotianp. I will ask the chairman to request that that 
information be furnished. 

Chairman Haypen. That will be done. 

(The information referred to follows:) q 


The Bureau of the Budget has advised that no foreign currencies as yet have 
been generated as a result of Public Law 480, 83d Congress. 
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COTTON AND COTTONSEED OIL SALES 


Senator Stennis. Mr. Morse, you mentioned the cottonseed oil 
moving. Now, which program did that move under? Was that 
Public Law 480? 

Mr. Morsg. That was sold under the authority of the charter of 
the Commodity Credit Corporation and the Agricultural Act of 1948 
as amended. 

Senator Stennis. It was your regular transaction? 

Mr. Morse. Regular selling; yes, sir. 

Senator Stennis. That sounds very good indeed to me. 

Do you have something now on cotton that you have there? Do 
you have the figures available? 

Mr. Morse. The cotton sales are handled by the trade, and we 
expect to get a very substantial increase in exports this year. 

Senator Stennis. Could you give that figure? It would fit right 
into this picture. And you do challenge, then, on the question of 
Senator Dirksen, you do challenge this statement here in the House 
report? 

Mr. Morsz. I would not want to be in the position of challenging it. 

Senator Stennis. You think that you have the facts and figures that 
will reflect the other side of that question? 

Mr. Morsz. I would like it to be considered in the light of the total 
scree that was made in the House hearings as well as our discussion 

ere. 

Senator Stennis. If you could refer us to the specific part of the 
record, that is what I was coming to, that would reflect on that same 
point. 

Do you have some particular part of it? 

Mr. Morse. I made a statement earlier this morning dealing with 
some of these commodities, and I do not think you were here at the 
time. 

Senator Stennis. I think that you referred to page 98. 

Mr. Morse. These situations vary, as I pointed out previously, 
commodity by commodity. 


PEANUT-SUPPORT OPERATION 


An earlier reference was made to the peanut situation. We have 
been having quite a small peanut-support operation this year. The 
drought reduced the crop and there is under discussion the necessity 
of imports. 

I referred to naval stores, supplies of which were also reduced by 
the drought. We hold most of the existing world stocks of naval 
stores. 

We need to protect our own requirements in this country ; obviously, 
we are not out pushing export sales of those items. 

Senator Bripces. Let me interrupt there, without interfering with 
Senator Stennis. 

What did you say about peanuts? 

Mr. Morse. We have had substantial support operations in peanuts 
in the past. This year the drought hit the crops so badly that the 
price is strong and the domestic use of peanuts is such that great pres- 
sure is being put on to increase the import quotas. 
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Senator Bripaes. I could not quite believe that. 

Mr. Morse. The situation has quickly changed here in 1 year 
due to the drought. 

Senator Hotuanp. Some of us from the peanut areas found it 
difficult to believe that also, and we felt very seriously whether there 
is any justification for the importation of peanuts. 

Senator Youne. May I add, durum wheat, from which they make 
spagaroni and spaghetti, is in short supply. We have a total reduc- 
tion of 5 million bushels, where the annual production is more like 
35 million bushels. And the macaroni industry had a request to 
import 15 million bushels, but they have withdrawn it now, in lieu of 
—— program we are presenting to the Agricultural Committee 
shortly. 

Senator HoLtuanp. Of course the Agricultural Committee would be 
very glad to join with the Senator from North Dakota at his urging 
last year, to relieve the durum wheat producing industry, from the 
provisions of the acreage allocation, and I understood that that was 
to help out in the very situation that you have mentioned. 

Senator Youna. I will be back there next week again for another 
measure. 

FOREIGN AGRICULTURAL SERVICE 


Senator Dworsnak. It is my impression that for several years you 
have had in the Department of Agriculture an agency whose specific 
duty was to promote international trade insofar as it involves agri- 
cultural commodities. It seems to me that it was Mr. Wells who was 


the head of that agency. 

Do you still have that operation? 

Mr. Morse. I wonder if you are referring to the Foreign Agricul- 
tural Service? 

Senator DworsHak. Yes, I think so. 

Mr. Morse. The Foreign Agricultural Service is headed by Mr. 
William Lodwick. 

Senator DworsnHak. Do you still have this agency? 

Mr. Morse. Yes, sir. 

Senator DworsHak. Do they not have anything to do with this? 
I thought from a previous hearing that that committee was set up or 
that agency was set up primarily to promote foreign trade. Now 
you are asking for additional personnel. 

Is there any duplication? What is the function of that other 
- agency? 

Mr. Morss. The Foreign Agricultural Service is the agency to 
which these agricultural attachés are now being transferred from the 
State Department. 

Senator DworsHak. Has this committee been functionmg? Now 
some work has to be done and you have to get additional personnel. 

Mr. Morse. No; as indicated in this statement, this additional 
authorization is primarily required for the handling, processing, and 
handling of all of the paperwork that it takes in the Commodity Credit 
Corporation for making these loans and acquiring title to them when 
farmers turn the commodities over in satisfaction of their loans. 
Then when any products are sold, the whole machinery to handle 
disposals has got to go into operation again. ‘This request is to 
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handle only the workload in the Commodity Credit Corporation itself; 
it does not include any funds for the Foreign Agricultural Service. 
Senator DworsHax. What workload is carried by the other agency 
and how many employees do they carry? Can you tell us? 
Mr. Morse. Their activities have to do with the whole foreign 
service of the Department of Agriculture. 





TOTAL PERSONNEL 


Senator DworsHax. How many do you have employed there? 
Can you give us the figure? 
Mr. Morsg. About 300. 

Senator DworsHak. What do they do? Do they participate in 
this expanded program? 

Mr. Mors. They have had a very heavy workload in connection 
with Public Law 480, because it involves foreign transactions and 
these negotiations have taken endless time on their part. 

Senator DworsHak. But you have to have additional expanded 
personnel to actually do the work? 

Mr. Morse. This request, géntlemen, does not include funds for 
the Foreign Agricultural Service in any regard. 

















QUESTION OF DUPLICATION 


Senator DworsHak. But it would appear to me that it is duplicat- 
ing work that that agency should have handled. Now, does it 
duplicate it or does it not? What are 300 people doing in this other 

























program? 
Mr. Morse. They work in the field of foreign agricultural 
relations. 


Senator DworsHak. Do they show results or are they just a paper 
organization, and when you actually have something like this to 
carry on you have to ask for $7 million to start a new program? 

Mr. Morse. No; I assure you they have a very heavy program 
entirely apart from the operations of the Commodity Credit Cor- 
poration. 

Senator DworsHak. But I am interested in seeing that we do not 
continually ask for an expansion of personnel to carry on some of 
these programs. I have been critical of previous administrations and 
I do not like to see this administration constantly ask for additional 
personnel every time you have a little program of some kind and you . 
have to have millions of dollars to carry it on. 

Now, is this necessary, or is it not? 

Mr. Morse. It is absolutely necessary, sir. As I stated earlier, we 
were before Congress twice to get the CCC’s borrowing authority 
increased because of this load that was coming on. At that time there 
was no provision for carrying the expenses of handling this workload 
when it hit. Now the workload is upon us and it must be handled. 

Senator DworsHak. What load did those 300 carry? Did they not 
have a workload at any time; they were just on the payroll? 

Mr. Morse. They are not involved in the handling of CCC trans- 
actions which this estimate covers. 

Senator DworsHak. Could they not carry on this particular 
operation? 

Mr. Morse. No, sir. 
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Senator DworsHak. Why could they not? 
Mr. Morsz. The heaviest part of this load for which this money is 
needed is in eight large commodity offices, New Orleans, Chicago, 
Portland, Dallas, Kansas City, Boston, and Cincinnati. 

Senator DworsHak. Those are all cities in the United States. 
How about this foreign operation, where are these 300 located? 

Mr. Morsr. The 300 people in the Foreign icultural Service 
are not handling or not making loans to farmers, they are not taking 
over title to corn and wheat, they are not arranging the warehousing, 
and they are not making contracts for the storage of this grain, the 
shipment of it, and so on. They are not involved in those operations 
in any regard. This request is for the workload involved in such 
transactions. And every time we do what this committee has sug- 
gested, get more sales, we increase the workload for which we. need 
this money. 










EXPENDITURES 


























Chairman Haypen. Let me state it this way. It might be well for 
you to put into the record percentagewise how this money you are 
asking for, or the total amount expended for that purpose, is divided 
between functions performed within the United States and functions 
performed outside. . 

Mr. Morse. It is all to be used in the United States, sir. 

Chairman Haypen. I understand that. But you do have a foreign- 
aid program in the sense that we are trying to export commodities and 
get rid of the surplus in that way. That 1s a very minor part of your | 
work; that is what I am trying to point out. ) 

Mr. Morse. We could make a division based on the volumes of ) 
sales and work within the United States and that relating to foreign 
shipments, and that would be fine. We can do that. 

Senator ELuenpeEr. I thought I had asked him to do that. 

(The information referred to appears on p. 10.) 

Senator Dworsnak. Is it true, then, Mr. Morse, that this expanded | 
activity requires personnel in this country rather than in foreign . 
countries? 

Mr. Morse. That is right. 

Senator DworsnHak, I thought some of this personnel was to be 
placed in other countries. 

Mr. Morse. Oh, no, sir. 

Senator Dworsnak. It is all in this country. 

Mr. Morse. This request is to finance the handling of the workload 
in this country to handle price-support operations. 










SUGGESTED PROCEDURE 


Senator Dirksen. Would you yield for a suggestion there, Senator 
Dworshak? 

Mr. Chairman, in the report that accompanied the foreign-aid bill, 
last year, we did recite that it was expected. that this program of 
assistance and development would probably replace all other programs 
in this field, as I recall. Sent aera 

Now, if that is true, Mr. Morse, why would it not be a good idea 
to set up in a somewhat tabular form everything relating to this 
Turkish agreement because it is probably a pattern that you will 
follow later? That is with respect to other countries. 
56982—55——5 
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Now, I think it could very well run something like this, and it 
doesn’t have to be very long, the date of the agreement with Turkey, 
the amount involved both dollarwise and expressed in terms of lira, the 
grain onerery that handled it, and the commissions that have been 
paid on the transaction, expressed in dollars and in lira, then the 
shipment of the bread grains, whether in American or foreign bottoms, 
then the allocation of the funds and the nature of the considerations 
involved, whether we took a note for it, whether it was cash, and 
then of course the distribution of the amount received as between 
the different agencies and functions, how much did the military get, 
how much did FOA get, and how much did the State Department 
get, if they got any. 

But if this is to be a pattern, if this is going to replace ultimately 
our other programs in the field, I think that we ought to have some 
rather precise information as to just how this works and how it 
is apportioned. 

It looks to me like you have a complicated administrative problem 
here that could be simplified somewhat, but we cannot tell unless we 
have all of the data and the details. 

Mr. Morse. We will be very happy to do that. 

This program is at the stage of negotiation, so that we probably 
cannot name any companies. Until the commodities actually get to 
moving, that cannot be done. Some of the other items you requested 
would have to be based on estimates. 

Senator Dirxsen. Is any of this information classified, with respect 
to the negotiations? 

Mr. Morse. No; the type of thing that you are requesting could 

e agreements 
set up, and until the actual shipments take place, we cannot name 
companies and actually state what the commission paid was. We 
would have to make some estimates, but I think we can project a 
good statement for you. 

(The information referred to follows:) 


be supplied. All I was saying was that we are getting t 
p 


Detarts oF AGREEMENT WITH THE GOVERNMENT .OF THE TURKISH REPUBLIC 
FOR THE EXCHANGE AND SALE oF SurRpPLUS AGRICULTURAL COMMODITIES 


NEGOTIATION OF AGREEMENT 


In mid-October 1954 reports were received from the United States Embassy 
in Ankara that the Government of Turkey was interested in acquiring 500,000 
tons of grains from the United States under the provisions of Public Law 480. 
The Turkish request was based on the serious drought which occurred in that 
country during the summer months and which resulted in a sharp decrease in 
Turkish wheat-crop prospects for 1954. It was initially estimated last summer 
that the Turkish wheat crop would approach 6 million tons. However, the 
information received from the Embassy in Ankara in October indicated a pro- 
duction of only 4% million tons in 1954. This compared with the crop of about 
8 million tons in 1953. 

Because of the urgency of the situation, the Government of Turkey sent a 
delegation to Washington headed by their Minister of Agriculture to attempt to 
negotiate a title I program to meet their needs. On November 1, 1954, repre- 
sentatives of the Interagency Staff Committee on Agricultural Surplus Disposal ! 


! The Interagency Staff Committee on Agricultural Surplus Disposal has been established by the Secre- 
tary of Agriculture to assure effective day-to-day interdepartmental coordination of lus disposal opera- 
tions, particularly those undertaken under Public Law 480. The Committee was established by the Secre- 
tary pursuant to the President's letter of September 9, 1954, which was sent to Department heads when 
Executive Order 10560 was issued. 

The Committee operates under the chairmanship of the Department of Agriculture and is com of 
representatives of the Departments of State, Commerce, Defense and Treasury, the Bureau of the Budget, 
Foreign Operations Administration, and the Office of Defense Mobilization. "Mr. William G. Lodwick, 
Administrator, Foreign Agricultural Service, USDA, is the chairman. . 

The Committee reviews all title I program proposals prior to the initiation of formal negotiations. It also 
reviews proposed negotiating instructions and agreements. 
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met with members of the Turkish delegation regarding this matter. At this meet- 
ing the Turkish Minister of Agriculture requested United States assistance in 
obtaining 300,000 tons of wheat and 200,000 tons of feed grains to meet the emerg- 
ency needs. The Turkish representative advised that their exports of wheat. had 
been terminated on October 28 and that imported supplies would be needed in 
Turkey by mid-December in order to prevent a breakdown in their distribution 
program for the urban population. They also said that their problem was ac- 
centuated by the fact that the bulk of their remaining holdings consisted of durum 
wheat and that soft varieties were needed in order to produce a suitable blend for 
baking purposes. The presentation made by the Turkish delegation generally 
confirmed earlier information received from the United States Embassy in Ankara 
and data available in the Department of Agriculture: No substantive proposal 
was made to the Turkish delegation at this meeting. They were told that their 

roposal would have to be considered further by the Interagency Staff Committee 
belore any conclusion could be reached. 

On the same day a work group was appointed by the Chairman of the Inter- 
agency Staff Committee to examine the Turkish proposal and to develop a recom- 
mendation. The work group was headed by a representative of the Department 
of Agriculture with further representation from the State Department, Treasury 
Department, and the Foreign Operations Administration. The work group met 
with the members of the Turkish delegation on several occasions and based on 
the data and information available at that time concluded that (1) the emergency 
Turkish requirements were valid ; (2)approximately $10 to $12 million in Turkishlira 
could be used for various United States purposes, primarily to meet direct United 
States military costs in that country; (3) the Turkish Government was in position 
to pay for a portion of the grain required through an exchange of chrome ore for 
wheat; (4) a portion of the Turkish needs could be met through United States 
Government financing under section 402 of Public Law 665; (5) the Turkish limita- 
tion on exports should be continued to the end of the current crop year with the 
exception of certain small quantities on which firm commitments had been made 
during the previous year; (6) the program should be broken into two phases in 
order to permit a review of Turkish requirements in February of 1955 when more 
exact data would be available on the Turkish crop. 

A package proposal involving the use of authority contained in titles I and III 
of Public Law 480 and section 402 of Public Law 665 was presented to the Inter- 
agency Staff Committee on Agricultural Surplus Disposal for approval by the 
work group on November 4, 1954. After discussions with the Turkish delegation 
the program described below was approved by the Committee for final negotiation 
in a meeting of the Committee held on November 9, 1954. The agreement*was 
signed by representatives of the two Governments on November 15, 1954, and was 
announced the next day. 


PRINCIPAL PROVISIONS OF AGREEMENT 


Part I 


1. The Department of Agriculture, acting under authority contained in section 
303, Public Law 480 will undertake to arrange for the prompt exchange of approxi- 
mately 100,000 tons of wheat for metallurgical chrome ore of Turkish origin. 
United States private-trade channels will be utilized in effecting this exchange. 
Part of any wheat supplied in this exchange may be exported to friendly countries 
other than Turkey but the balance will be shipped to Turkey. (Approximately 
70,000 tons of wheat has already been shipped to Turkey under this exchange.) 
The Government of Turkey will undertake to facilitate the export of chrome 
ore against exchange contracts within 18 months of the date of the signing 
of such contracts. 

2. The Foreign Operations Administration will finance the export and sale 
of 30,000 tons of wheat for Turkey with defense support funds provided under 
Public Law 665. This financing will be provided within the amount of defense 
support funds now planned for Turkey during United States fiscal year 1955. 
The lira deposits in payment for such transaction will be utilized by the United 
States for the support of the Armed Forces in Turkey. (This wheat has already 
been shipped to Turkey.) 

3. The Department of Agriculture is prepared to finance the export of 70,000 
tons of wheat and 125,000 tons of feed grains to Turkey for lira under title Liof 
Public Law 480. The Government of Turkey will deposit to a designated United 
States account in Ankara, lira equivalent to the dollar sales value of commodities 
sold including freight and handling reimbursed or financed by the Department 
of Agriculture. These dollar sales values shall be converted to lira at the rate 
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of exchange in effect on the date of the last preceding notification report of the 
United States Government. The deposit of lira to the United States account 
will be made upon presentation of notification ee to the Government of 
Turkey by appropriate United States officials. These deposits of Turkish lira 
shall be used to meet United States obligations and to further Turkish develop- 
ment. 


Part [I 


Not later than February 15, 1955, the two governments will consult regarding 
the need to meet up to 175,000 tons of Turkey’s remaining grain requirements. 
If it is mutually determined that the emergency needs of Turkey cannot otherwise 
be met, the United States will undertake to make available: (a) up to 100,000 
tons of wheat finaneed in the amount of 70 percent by the FOA with defense- 
suppoit funds under Public Law 665 and 30 percent to be provided by the De- 
partment of Agriculture under title I of Public Law 480; (6) up to 75,000 tons 
of feed grains to be provided by the Department of Agriculture under title I of 
Public Law 480. 

Turkish lira deposited in payment for commodities supplied in pait II will be 
utilized in the same manner as under part I of the agreement. 

The Government of Turkey agrees that the grain involved m this agreement is 
necessary for domestic consumption end that it undertakes that ro grain will be 
exported prior to July 1, 1955, or such earlier date as may be agreed upon between 
the two governments, excepting up to 20,000 tons of siha wheat which may be 
exported to West.Germany and up t? 5,000 tons of low-grade durum wheat which 
may be expoited to Greece. Further, the Government of the United States may, 
after consultation with the Government of the Turkish Republic, stop shipment 
of giains under part I or part II if it is determined by the United States that 
further needs for these commodities can otherwise be met. 


SALES FOR LOCAL CURRENCY UNDER TITLE I, PUBLIC LAW 480 





The two governments will conclude a supplemental agreement which together 
with the terms of this agreement shall apply to the sale of commodities and the 
uses of the currency accruing from such sales. Supplemental agreements shall 
include provisions relating to the sale and delivery of the commodities, time, and 
circumstances of deposits of such currency and other relevant matters. The pro- 
visions of such supplemental agreements will be incorporated in procurement 
authorizations issued by the Government of the United States (United States 
Department of Agriculture). 


USES OF LOCAL CURRENCY UNDER TITLE I, PUBLIC LAW 480 





1. The two governments agree that the Turkish lira accruing to the Govern- 
ment of the United States as the result of sales made pursuant to the agreement 
will be used by the Government of the United States of America for the follow- 
ing purposes in the percentages shewn: (a) to pay United States obligations 
-abroad—the Turkish lira equivalent of the dollar cost of 50 percent of the wheat 
_and feed grains. (These lira will be sold to other agencies of the United States 
Government for their appropriated dollar funds. It is expected that most of the 
lira will be sold to the Defense Department to meet their expenses in Turkey. 
Dollars received by the Treasury for such sales will be transferred to the Com- 
modity Credit Corporation. In this way the Corporation will be reimbursed 
for 50 percent of the value of the program.) (6)? For loans to promote multilateral 
trade and economic development made through establishing banking facilities in 
Turkey or in any other manner which the President of the United States may deem 





















2 All lira paid by Turkey for grain sold under title I will be deposited to a special United States Govern- 
ment account in Ankara. In accordance with the agreement signed with Turkey on November 15, half of 
the lira are earmarked for economic development purpose in Turkey. 

As a matter of policy none of the foreign currencies used for economic development purposes will be given 
e ers foreign country concerned. Therefore the lira for economic development purposes will be loaned to 

urkey. 

The President has delegated responsibility to the Foreign Operations Administration for administrating 
the use of foreign currencies for such loan purposes, 

Turkey will be called upon to repay the loans and to pay interest either in dollars or lira, at their option. 
Repayment will be scheduled over a period of 20 to 40 years. Lira repayment will be made to the United 
— eee and will be available to pay any expenses of the United States Government which can be 
paid in 

The loans will be made to the Turkish Government for use by them in financing projects approved by 
the Foreign Operations Administration. In general these projects will be considered on a group basis 
thus minimizing the amount of supervision required. 
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to be appropriate—50 percent of the Turkish lira equivalent of the dollar cost of 
the wheat and feed grains. 

2. The Turkish lira accruing under this agreement shall be expended by the 
United States Government for the purposes stated above in such manner and 
order of priority as the Government of the United States shall determine. 





GENERAL UNDERTAKINGS UNDER TITLE I, PUBLIC LAW 480 


(1) The Government of Turkey agrees that it will take all possible measures 
to prevent the resale or transshipment to other countries for use for other than 
domestic yaelger of surplus agricultural commodities purchased under title I 
of Public Law 480 and to assure that its purchases of such commodities does not 
result in increased availability of these or like commodities to nations unfriendly 
to the United States. 

(2) The two Governments agree that they will take reasonable precautions 
to assure that such sales will not unduly disrupt world agricultural prices, displace 
usual marketings of the United States in these commodities or materially impair 
trade relations among the countries of the free world. 

(3) In carrying out the agreement the two Governments will use their best 


endeavors to develop and expand continuous market demand for agricultural 
commodities. 


IMPLEMENTATION OF TITLE III, PUBLIC LAW 480, PORTION OF TURKISH AGREEMENT 


Prior to the signing of formal agreements, information about the negotiations 
between the United States and Turkey, for the exchange of surplus agricultural 
commodities in return for Turkish metallurgical chrome, resulted in the submission 
of numerous offers to CCC. In order to merit consideration the CCC required 
that offers be in writing, unconditional, submitted by private United States 
traders, and be accompanied by documentary evidence of availability of the 
chrome ore. 

When a sufficient number of offers had been received to suggest a fair repre- 
sentation of United States international ore traders, CCC consulted with EPS 
regarding qualities, quantities, prices, delivery schedules, reliability of suppliers, 
and similar matters, reflected by the offers on hand. Analyses were prepared and 
a group of the lowest acceptable offers were set aside for further negotiation. 

Subsequently, as a result of such further negotiations, barter contracts were 
arranged calling for the delivery of approximately 270,000 long tons of Turkish 
metallurgical chrome ore to CCC at not more than prevailing market prices. For 
this quantity, the contractors were required to deliver to Turkey a minimum of 
approximately 80,000 tons of wheat received from CCC at CCC export market 
prices. About 70,000 tons has already been shipped to Turkey. The contractors 
were required to take the balance of the exchange value of the chrome ore in any 
available CCC-owned agricultural commodities including wheat. These com- 
modities may be exported to Turkey or any other friendly area. 


IMPLEMENTATION OF TITLE I, PUBLIC LAW 480, PORTION OF TURKISH AGREEMENT 


1. Regulations governing financing of sales under title I, were issued by the 
Secretary of Agriculture on November 22, 1954. 

2. Discussions promptly were held between representatives of the Department 
of Agriculture and the Turkish Government as to provisions of the application to 
be made by the Turkish Goyernment for title I commodities and the purchase 
authorizations to be issued to them. 

3. On December 23, 1954, CCC issued Announcement GR-301 stating terms 
and conditions of sales of grain for export under title I. 

4. On January 10, 1955, the Department of Agriculture issued purchase 
authorizations to Turkey to purchase approximately $12,523,000 worth of wheat, 
oats, and barley, and released information to enable exporters to become familiar 
with the details of the program. 

5. On January J2, 1955, Toprak (the Turkish governmental purchasing agency) 
issued invitations to bid to be returned by 6 p. m. Friday, January 21, 1955, 
c/o Turkish Economic Mission, Washington, D. C. 

6. Upon award of contracts to American exporters, the Turkish Government 
will request CCC to issue letters of commitment to American banks on behalf of 
Turkish banks, under which letters of credit in favor of exporters will be issued. 

7. Exporters will purchase grain from CCC. Prior to shipment of such grain 
(or private stocks under certain conditions), the exporter must obtain a letter 
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of credit issued or confirmed by the Ameiican bank to which the letter of com 


mitment was issued. The costs of these financial arrangements are paid by the 
Turkish importer. 


8. After shipment, the exporter will draw on the letter of credit with required 


ore attached to the sight draft and will receive payment in United States 
ollars. 


9. The American bank will send the documents required by the importer to 
the Turkish bank, charging the account of the Turkish bank with the service 
fees. The amount cf the sales price will be deposited in Turkish lira in a special 
account of the United States at Ankara. Such deposit will be made at the official 
selling rate 1n effect on the date of disbursement by the American bank. 

10. The Ameiican bank will send to CCC the documents required for 1eim- 
bursement to of the dollar amount paid to the exporter. 

14. CCC will make apprepriate dollar disbursement to the American bank, 
examine the documents, and make any necessary final settlement with exporters. 

12. CCC will receive reports from the Treasury Department as to deposit of 
lires, will authorize refund of excess liras, and will 1eport deficiencies. The 
Turkish Government will be required to deposit additional liras to compensate 
for any deficiency. 


SALARY PAYMENTS 


Senator Younc. What do you use the additional $7 million for; is 
it salaries? 

Mr. Beacu. Yes, primarily for salaries in the eight large commodity 
offices that handle the paperwork resulting from CCC price-support 
programs. 

There is also an increase in. the State offices, also primarily for 
salaries of individuals employed to supervise and direct the county 
office operations, which have experienced an increase in volume of 
more than 1,000 percent in the case of some commodities over the 
preceding year. 

Senator Young. We are the second principal wheat-producing 
State. I do not think you have added more than 2 or 3 people in 
your State office in North Dakota. 

Mr. Beacu. This request would only provide for an average of 
less than three per State, sir. 


Senator Youne. Three people per State. And it would cost $7 


million? 

Mr. Beacu. That is, an average of three people per State is pro- 
vided by the portion of the increase indicated for States. The 
largest part of this request is for the eight large commodity offices, 
to cover the cost of clerical help which is involved in handling this 
tremendous mass of paperwork that results from the CCC price-sup- 
port operations including the inventory sales and other dispositions. 

Senator Youna. You hire them from the civil-service rolls? 

Mr. Beacu. Yes, with the exception of the administrative officer 
and the State committee, of course, in the State offices. All other 
personnel are recruited from civil-service rolls. 

Senator Youne. It is difficult for me to see where you use this 
additional $7 million just for salaries. 

Mr. Beacu. It is not all for salaries, but the major part of it is. 
There are additional travel, rent, and other costs. We have one item 
in particular, warehouse inspection, which involves a considerable 
amount of travel. 

Basically, the cost of our whole operation is largely a salary cost. 
The salaries of people that are required in the field offices represent 
the major part of our expense. 
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Senator Youne. How many top personnel in your Washington 
office are paid out of these funds here? 

Mr. Bracu. I cannot give you the figure offhand, but a large pro- 
portion of them are because the CCC is the largest function the Com- 
modity Stabilization Service carries out. 

Senator Youne. I will go further into that later. 


INCREASE IN ADMINISTRATIVE EXPENSE 


Senator HoLianp. It is quite obvious, Mr. Chairman, that they 
are asking for an increase here of about 40 percent of administrative 
expense. Suppose we increased the borrowing authority more than 
40 percent. It seems to me, the question is whether or not the actual 
volume of loans and operations has been increased proportionately 
with our increase in borrowing authority. 

Senator Youne. We have not used this increased borrowing 
authority. 

Senator HoLLtanp. We have used quite a lot of it; as I understand, 
we are up now above $7 billion. 

Mr. Morsg. It is a question of increased workload, as compared 
with the past in the way of loans, inventories, and related transactions. 

Mr. Beacu. The workload has increased considerably more than 
50 percent. This increase in expenses over the present authorization 
amounts to approximately 42 percent. 

Senator Hotuanp. How has the volume of transaction increased 
as compared to your volume prior to 1954? 

Mr. Beacu. They are at an all-time peak. 

Senator Hotuanp. Will you give a percentage? 

Mr. Beacu. I cannot give you a percentage offhand, but the peak 
workload that we had prior to 1954 was in 1951, when we had the 
tremendous sales program after Korea. 

I could work out a percentage which would give an indication but 
I cannot do it now. 

Senator, Hotianp. I will ask that that be placed in the record. 
That will give us some light. 

Chairman Haypren. That will be done. 

(The information referred to follows:) 


Overall it is estimated that the workload to be performed by the CSS commodity 
offices in the fiscal year 1955 will exceed by 83 percent the workload which was 
estimated at the time the 1955 budget was formulated. 


Major changes in the number of documents or transactions to be handled are 
as follows: 


Number of documents 
> 
— | ; Percentage 


Budget Revised change 
estimate | estimate 


Warehouse inspections...........- nde ou ties cle on ee 36, +201.3 
Loading orders __. 44 ’ +110.8 
Notices to deliver ; +841 
Freight bills ae 3 +89. 2 
eee MPONRID. iar, 5... 35.5 atten aod as dvagdonads< «ition a. ake 4 +36. 4 
Collateral aequisitions—notes or bales ; +169. 3 





There follows, full detail with respect to the difference between the current 
commodity volume estimates for the fiscal year 1955 and the estimates made in 
the fall of 1953 and included in the 1955 budget. 
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PRODUCTION AND WORKLOAD 


Mr. Beacu. We had a larger number of personnel in 1951 than we 
have now, with much more workload at the present time than we had 
in 1951. 

Our production rates in the commodity offices are steadily. increas- 
ing, and We are at a 25 percent higher production rate now than we 
were in 1953 and a 7 percent higher rate than we were in 1954. 

Senator Toyz. You mean production of the employees’ output? 

Mr. Bracu. Yes, sir; output in terms of production per man. 

Senator Ture. I would like to pursue what Senator Holland was 
alluding to. That is your corn seal-up loans are on the decrease, are 
they not? 

Mr. Bracu. This is just the beginning of the heavy loan season. 

Senator Turn. I grant you that. But your overall in the com- 
modity credit holdings on corn is less than it was in 1953? 

Mr. Beacu. Our estimate for corn loans this year is less now than 
it was at the time we were here before, but that is the only major one. 

Senator Toyz. Now, the other question, then, is, where is your 
increase? 

Mr. Beacu. Our increase is in dairy products, in cotton, in rice, 
wheat, other small grains 

Senator Toyz. But we have been led to understand that your 
dairy products are on the decrease. 

Mr. Bracn. Sir, they are now, but what this takes into account is 
the bulge that took place beginning last year. 

Senator Turse. That is what I want to get clear. It is not in the 
administration of incoming applications for loans? 

Mr. Buacnu. That is a factor. 

Senator Tuys. It is administrative cost in the transactions required 
to dispose of surpluses. Are we right in assuming that that is where 
your increased load is? 

Mr. Beacu. It covers all of the transactions involved in managing 
and disposing of the inventories that we have on hand. 

Senator Toys. Your load is not on the incoming applications for 
either a seal-up or for the acquirement of surplus commodities. 

Mr. Beacu. The load is not bigger than last year, but we have that 
load along with this other heavier load, that is our problem. 

Senator Turn. You of course had the personnel to take care of the 
incoming applications for loans under commodity purchases or 
storage, but you have here, as a request for additional help, what you 
have is trying to dispose of surpluses. 

Mr. Beacu. It is to manage and dispose of inventories; our biggest 
cost is to care for these tremendous inventories that we have on hand. 
It is very costly, also, to dispose of thent. 

Senator Tuyr. As you proceed with the step-up in your disposal 
of current surpluses, then of course your so-called expense of managing 
and supervising should in itself be lessened. 

Mr. Beacu. It will be lessened eventually, but the cost during the 
time we are disposing of it will be much higher, because one of the 
most costly operations we have as an individual operation is the dis- 
posal of commodities. 

The reason for it is this, and I think that you will understand clearly 
what I mean. If we sell a large quantity of wheat for export, that puts 
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into operation a chain of events such as the movement of wheat from 
the farthest out country houses into terminals, to get it into position 
so that those country houses will be available when the new crops start 
to move in. 

In other words, we put into effect a reconcentration of the grain just 
as fast as we move it out. Loading orders, bills of lading, and freight 
bills, pile up by hundreds of thousands, if we have a very large move- 
ment. If it is not moving, our problems are very heavy in trying to 
find storage and in moving it into such available storage as appears 
ee inspecting it to see that it is properly taken care of, and so 

orth. 
Senator Toyz. Thank you. 


HOUSING AND HOME FINANCE AGENCY 
FeperRAL Hovustne ADMINISTRATION 


STATEMENTS OF NORMAN P. MASON, FEDERAL HOUSING COM. 
MISSIONER ; FRANK J. MEISTRELL, GENERAL COUNSEL; LESTER | 
H. THOMPSON, COMPTROLLER; HORACE B. BAZAN, DIRECTOR, 
BUDGET AND ORGANIZATION DIVISION; ALLAN F. THORNTON, 
DIRECTOR, RESEARCH AND STATISTICS DIVISION; AND JOHN 
M. FRANTZ, DIRECTOR, BUDGET AND ORGANIZATION STAFF, 

OFFICE OF THE ADMINISTRATOR 





PREPARED STATEMENT 


Chairman Haypren. We have now the Housing and Home Finance 
Agency. ‘i 

We are pleased to hear from you, Mr. Mason. 

Mr. Mason. I have a prepared statement which I would be glad 
to read, or present it at your option. 

Chairman Hayprn. We will include the entire statement in the 
record, and you may highlight it. 
(The statement referred to follows:) 
























STATEMENT OF NorMAN P. Mason, CoMMISSIONER, FepERAL Hovsinea 
ADMINISTRATION 





Mr. Chairman and members of the committee, I am very grateful to the 
committee for arranging this hearing so early in the new session of the Congress 
because we in FHA are confronted with a very serious budgetary need and time is 
very important, I shall try to be brief and clear. 

Congress passed a new housing act last summer—the Housing Act of 1954. 
The response to the new act in terms of FHA applications has been tremendous. 
The volume of unit applications for home mortgage insurance in recent months is 
more than double the volume during the corresponding period a year ago. More- 
over, the prospects are for further increases. We will soon enter the spring 
building period when applications reach a seasonal peak. In addition, the new 
programs for urban renewal and servicemen’s housing are just beginning to produce 
applications, The volume of applications will increase as these programs gain 
headway. 

As a result we are getting far more work than we can handle. Serious back- 
logs have developed in virtually all of FHA’s field offices. The number of home 
mortgage insurance unit applications in process, which stood at about 31,000 in 
June, had grown to more than 60,000 by September. It was taking—and it still 
is—over a month for the average applicant to get a commitment from FHA, and 
in some areas 2 months. During late September and early October backlogs 
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yere continuing to accumulate rapidly. We were receiving information that in 
some areas of the country unemployment in the building trades was being aggra- 
vated by FHA’s inability to keep up with the volume of applications and by the 
consequent inability of builders to proceed with their homebuilding plans. Buyers 
and sellers of existing homes who have applied in great numbers for FHA commit- 
ments under the terms of the Housing Act of 1954 met with unreasonable delays. 
It was evident by the end of September that the new housing act with all its 
importance to the economy was in danger of being frustrated by this dislocation 
in our operations. 

Congress was not in session in September so we could not then seek further 
budget authorization. In the meantime it was imperative that we take such 
emergency measures as we could to keep the situation from deteriorating further 
until Congress convened. 

We took these emergency steps promptly. The processing staff in the field 
was put on a 6-day work week with further overtime authorized where it could 
help in keeping down the backlogs. We stepped up our efforts to recruit em- 
ployees and authorized the use of part-time help and outside appraisers. We 
also adopted a procedure to let builders in certain group cases go ahead with 
construction without knowing what value FHA would place on each property in 
the group. This did not eliminate any FHA processing, but it deferred some 

rocessing steps and enabled a builder who wanted to take the risk to get his 
Reosee under roof before cold weather shut down his building operations. By 
these emergency measures and by having the advantage of the winter seasonal 
slowdown in applications we have kept the backlog from getting any worse since 
October—we have kept the situation in check until Congress could consider the 
problem and take such action as may be deemed ropriate. 

At the present time we are in this situation: We need about $2 million to 
maintain our present authorized field staff for the balance of the fiscal year. 
That staff cannot keep up with the volume of work we are now getting, except 
with very extensive overtime, and would fall far behind as the spring volume 
begins to come in. To pay for the overtime and additional employment needed 
during the balance of this year to keep abreast of the nearly 400,000 unit appli- 
cations which we expect to receive between now and the end of June we will need 
another $3.3 million, approximately. The tables which appear on pages 4, 5, 
and 11 of the justifications show in detail how the volume of business has developed 
and the resulting manpower requirements. 

I should say that it will be no easy task to recruit and train the needed personnel 
and get the necessary high production and high-quality processing work done in 
the face of this tremendous workload during the coming months and with the 
long hours we are demanding from our staff. But let me say I know our staff 
has a great pride in the job it is doing and a great will to get it done well. . I will 
do all Fgh to give them the kind of support they need and all of us pulling together 
will get.the job done. 

I should like now to explain briefly the Horas of this budget. request which, 
though it represents only $125,000 of the total $5,435,000, is nonetheless urgent 
and important. As you know, FHA has been through a period of investigation. 
The results, centering largely on the section 608 postwar emergency rental housing 
program, have given us a big job to do. Though the section 608 program itself 
terminated several years ago, the mortgages are still on the books. .We have an 
obligation to protect the Government’s contingent liability on these mortgages 
amounting to nearly $3 billion. 

The investigations have indicated that, in a substantial number of cases windfall 
profits, as they have been called, have been taken out of mortgage proceeds in 
excess of cost. These are very complex cases, each different on the facts, on the 
accounting and tax treatment, and on the law involved; but we are seek- 
ing, wherever it is appropriate and can be done, to get these windfall funds back 
into the mortgagor corporation, where they can be applied to the mortgage 
principal to act to reduce rents or will otherwise stand as a protection against 
default on the mortgage. This request includes $68,400 for this work, 

We are also seeking to follow closely and on a continuing basis the affairs of 
the mortgagors in all multifamily housing projects with respect to which FHA, 
as insurer of the mortgage and preferred-stock holder or party to a regulatory 
agreement, has certain rights of information and control over the mortgagor and 
the project management. One of the primary means of doing this is the required 
submission of regular financial statements by some 5,000 mortgagors. We. are 
asking for $42,000 to employ staff to analyze these statements. 
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We are also seeking to protect to the utmost the assets and income of defaulted 
rental projects on which FHA is the mortgagee pending acquisition of the prop- 
erty itself. To do this it will be our policy to have an onsite audit made imme- 
diately when it becomes apparent that the morgage will have to be foreclosed, 
and we will act to secure the prompt appointment of receivers in such cases to 
conserve the assets and income of the projects pending acquisition. To make 
these audits in the remainder of this fiseal year we are requesting $14,600. 

These expenses would be met from fee and premium collections estimated at 
$136.7 million this fiseal year. 

Thank you. I shall endeavor to answer any questions which the committee 
may have. 


AUTHORIZATION REQUESTED 


Mr. Mason. Briefly, sir, we have a condition which has arisen as a 
result of the new Housing Act of 1954, with a tremendous new influx 
of business which was not prepared for when our original budget was 
prepared, and was not provided for at the closing sessions of last year 
with the rush and need of getting through quickly. We have a 
serious condition in practically every one of our 75 insuring offices 
around the country where builders are being held up because we can- 
not process their loans rapidly enough. We need more personnel in 
these offices to do this. 

As I am sure this committee knows, I do not have to tell them, the 
borrowers pay for this service, but of course you have to give us 
permission to use those funds for operating expenses. 

Chairman Haypsn. This involves a transfer from your regular 
appropriations, to an increase in the authorization for personnel? Is 
that what it amounts to? 

Mr. Mason. Yes. 


Mr. Bazan. Actually it involves an authorization to use a portion 
of our insurance income for operating expenses. Our income is esti- 
mated at $137 million approximately this year. 


SUMMARY OF JUSTIFICATION 


Chairman Haypgen. This matter was fully justified before the House 
committee, but I will have a summary included in the record. 
(The summary referred to follows:) 


REQUEST FOR SUPPLEMENTAL BupGET AUTHORIZATION, FiscaL YEAR 1955 


An additional $5,310,000 is needed under the nonadministrative expense 
authorization to examine an additional 214,500 unit applications in the current 
fiscal year. Litigation and other action to effect recoveries under the section 608 
program, the financial analysis of section 608 projects, and appropriate audits to 
conserve the assets and income of multifamily hoteing projects where default has 
occurred will require an additional $125,000 under the administrative expense 
authorization. These increased expenses will be met from the operating income 
of the FHA which is expected to be approximately $136.7 million in the current 
fiscal year. 

Since approval of the act the average seasonally adjusted annual rate of receipts 
has been 741,000, an increase of approximately 40 percent. As the new programs 
for servicemen’s mortgage insurance and for urban renewal housing develop, 
further heavy increases are expected. 

In the aggregate 706,000 unit applications are estimated for 1955 in com- 
parison with the 489,829 received last year. 
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PROCESSING OF INSURANCE APPLICATIONS 


The result of this heavy influx of work has been a serious backlog and conse- 

uent delays in processing and impairment of public service. On June 30, 1954, 
there were approximately 31,000 applications for home mortgage insurance in 
process. By the end of September the backlog had reached 66,000. In the face 
of the strong public response to the liberalized home mortgage terms provided 
by the Housing Act of 1954, it was evident that there was grave danger of 
frustrating and delaying the new housing program which had been approved 
by Congress by reason of FHA’s inability to carry the workload with its existing 
staff. To meet this situation emergency measures were taken to permit FHA to 
begin recruitment of additional staff and to employ overtime, per diem and fee 
work on an extensive scale in an effort to prevent further growth of backlogs and 
dislocation of field operations pending opportunity for congressional consideration 
of the problem. 

The field processing staff was placed on a 6-day workweek with additional 
overtime where practicable and necessary. Recruitment of additional full-time 
and per diem employment was undertaken. As a result of these emergency 
measures and by virtue of the winter seasonal drop in applications it has been 
possible to avoid further serious growth in backlogs. Nevertheless service to the 
public continues to be seriously delayed and in danger of worsening as the 
seasonal spring rise in business begins and as operations begin to develop under 
the new programs for urban renewal and servicemen’s housing. These emergency 
measures must be continued and must be supplemented by prompt recruitment 
of qualified staff in the field. 

The supplementary budgetary authorization herein requested will provide for 
the continuation of these emergency measures and for recruitment of the addi- 
tional staff needed during the balance of the current fiscal year. Prompt action 
is imperative to avoid interruption in the special measures which have already 
been taken and to permit staffing the offices as rapidly as possible in advance 
of the heavy spring seasonal rise in the volume of applications. 
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Unit applications received 





Actual, fiscal year 1954 Estimate, fiscal year 1955 


New Existing New 
construe-| construc-| Total Total 
tion tion 


Home mortgages: 
Title 1, sec. 8 
Sec. 20% 

Sec. 
Sec. 
Sec. 
Sec. 
Sec. 60% 
Sec. 








 701__- 
Wa Ek aco. ce alte 
Sec. 908_.....- 


Total, project mortgages_-__........- . | 75, 579 











Total, home and project mortgages_- 5 162,069 | 489, 829 











Schedule of fiscal year 1955 administrative expenses 


Presently Revised es- 
available timate | Difference 


Average employment: 
Full-time 
Terminal leave 
Overtime 





Expenses: 
Personal services: 
Full-time 
Terminal leave 
Overtime pay 
Work in excess of 52-week bas 





Total, personal services 








Other objects: 
Travel 


Rents and utility services 

Printing and reproduction 

Other contractual services 

Supyeaee Gas MeeeONNNNL.... <6: cok. ccenckusubounines 
Taxes and assessments 





Total, other objects_. 1, 051, 005 | 











Total, administrative expenses 5, 500, 000 | 











"=! 000 ‘O9¢ ‘TE | ‘oF 8 | | 00 “or ‘€ | 000 ‘08% ‘9 | 008 ‘OFI ‘8% 00 ‘201 iets SCS eee sesuddxd 9AI}VI}STUTUIpBUOU ‘1870.1, 








~~") 008 “89 “+ 002 ‘2z8 € | oor ‘OFL _| 108 008 00z ‘Lt | oot ‘ORL Ht Gorre- ste se Se Soe eee AO “Os, 

~~======"") 008 ‘Ze 008 ‘Lb 008 ‘S 000 ‘bt 00g *¢ saesene peeenees Pet Se eee Fae ee, 
Beat | 000 ° ‘00€ 000 “00€ a, | oon ee 000 ‘OOT en “= Son quemdmnby 
00Z “8Z1 000 ‘9T 002 ‘ZET 002 ‘9IT 000 ‘9T i “s[eliezeu pus serjddng 
OOF “FZ OOT ‘OF 002 ‘Z¢1 OOT IIT 0OT ‘OF eee ee ee ee SOOIAIOS [VNIORIPUOD 19YIO 
00F ‘6ST 000 ‘Se 006 ‘SLT 006 ‘EFI 000 “ee (Seeger e ese eee, a anaes uoTjonpoidal pusw ZuyULg 
00 ‘258 009 ‘9zE 009 ‘980 ‘I | 000 ‘092 SSF PETA SRR RES RS Ane sere SOOAIOS AZTITIN pus syuIzy 
002 ‘822 000 ‘Tz 00F ‘F6F , =o ; SOO] AIS UOT}BOTUN UIE 
002 ‘29 000 ‘FI 009 “ez : : ~-s8ury3 Jo uotej10dsuei |, 
008 ‘616 ‘I | O01 ‘ze 001 ‘929 ‘T . Sg Aiea Mie Sak tab aa hear, ie strate bien or Party, 

:syo0e[qo PIO 


OT “FE9 We | oor ‘198% | 006 ‘ere ee 001 ‘266 ‘6I “Lg¢ ‘ eee eet "nae anasn===""""-S9TA JOS [BUOSIOd ‘[8}0,], 


000 ‘08 006 ‘8 ; 008 ‘02 AEB ie adele Si ae Bip So Sea hbeegea tae “OSB _YOOM-ZE JO Sse0x9 Ul] AB 
000 ‘28 ere , ee ne a ee ee eee pBOIG’ do] AIS JO] AVG 
008 ‘221 re ‘ ; ete acne at tans “quoMAO[A WO 31199} UL.103 0] 
oe ee eps nt Tig : “[BIQUAIEy Ip YsOMIYSIN 
000 ‘OZ ‘E | 009 ‘6z ; , worn reese nnesecessseessseneso--"9"*Aed ABPHOY PUB 9UIIII2AQ 
002 ‘IZ 008 ‘OT 7 ‘ ~~~" @AROT [VUTUTIAT, 


OOF ‘601 ‘EZ$| OOF ‘S08 ‘0Z$} 000 ‘908 ‘Z$ | 008 ‘06F OZ$! 008 “FSI ‘STS! 000 nn eenerecesbooon= ~9uit}-[INd 
2S90]AJ0S [BUOSIOT 














12h ‘b 608 “E ri seme ea sence ceccesesesncesens-"@"§UIUIAO[AUIe sBVIIAG ‘(870.5 





} Or or UU 7 ee ~9U09}] GLI@yU] 
Sel OZ i ¢ Po Pe eg TR ae . —— sUlTWIAO 
SLI GLI : hier ea a " F , 

SOI ‘Fb wos “g . peasesoene ---"9mNy} [Tn4 
:quUeuTAOTd UIe VdRIVA VY 


a 
an 
@ 
nm 
M 
ZA 
o 
— 
a 
=< 
— 
fom} 
¥ 
o 
fom) 
a 
an 
= 
pe 
Oo 
Z 
ea) 
— 
oO 
— 
or 
& 
a 
A 
A 
& 
S 
& 
Pp 











[equeUur ; [ejueur [eyueul 
PIP -y1edoct [810 PIAA -41edoq [810.1 Pe -javdeq 





eoudIIVICd O}BVUI}ISO POSTAdY aquiyeae ApQUeseIg 











G96] wah poosy ‘sasuadxa aarjpujstutmpoUuoUu YH A 









URGENT DEFICIENCY APPROPRIATIONS, 1955 


Analysis of field travel costs, fiscal year 1955 









| Presently available Revised estimate 
Work- Unit Travel Work- Unit Travel 
load cost cost load cost cost 





Home mortgage examination... _.____-_- 435, 500 $1.30 | $566,150 | 650,000 $1.30 | $845,000 
Project mortgage examination - - _.-_..-_-- 33, 500 42 14, 070 33, 500 .42 14, 070 
Home mortgage compliance _- 981, 000 . 57 559, 170 |1, 065, 000 .57 607, 050- 
Project mortgage compliance (av erage 
SD OD 6 eats cer mive tes debiie dabdne hee 26, 300 3.77 99, 151 26, 300 3.77 99, 151 
Project mortgage insurance.....__--___- “ee 33, 800 . 25 8, 450 31, 600 - 25 7, 900 
Total underwriting teevel_........--) 2s. -neslecaceonedd Re EO Bettie eteuthany<tnmtee he thn 1, 573, 171 























Conference... ........-.... begiteuy. ghtisl 
inn ktid phe aden Sinan Gd iginlnn 


Total 





oe. Cost per} Travel Empey’ Cost per| Travel 
traveling |°™Ployee| cost | traveling |°™Ployee| cost t 
Administrative... _- sncsinsiidibtin taiietinadinhlald 132 $518 $68, 400 132 $518 68, 400 
Title I collections. .--.._..............-- L 70 1,479 | 103, 538 70 1,479 103, 538 
Property eee. ae ee ee 81 965 78, 141 81 965 78, 141 
Regional! activities__ | 81 871 70, 581 81 871 70, 581 


















WINDFALL CASES 





Mr. Mason. We have, beside that, this matter of extra legal staff, 
in order to work on the so-called 608 windfall cases which the investiga- 
tion developed, and we find that if we work on these promptly, con- 
ducting negotiations with them, we will be able to get many of those 
people to put this money back voluntarily into the mortgagor corpo- 
rations. 

Chairman Haypen. Are the statutes of limitations running on 
most of those? 

Tat Metstretu. The statute of limitation has not run on all of 
them. 

Chairman Haypen,. I am not implying that it has, but if there was 
money due to someone that might be recovered in court, there is a 
time limit on getting it back. 

Mr. Metstrevu. Senator, a good many of the cases involve charter 
violations, where stock was redeemed out of windfall profits, dividends 
paid, and loans made to the principals, and in the cases that we have 
already examined, the statute of limitations, I do not believe, has 
run. 

Chairman Haypen. Now, as to those who profited by the windfall, 
if they do make restitution, who gets the benefit of it? 

Mr. MEIsTRELL. Ultimately, the Government and the tenants 
would. If we can have this money restored to the corporations, it 
is our theory that we can have it applied in the reduction of the 
mortgage debt. If we are successful in having that done the corpora- 
tion could then readjust the rents at our direction in proportion to the 
reduced amount necessary to meet the debt service. In any event 
if the funds are returned to the corporation they would serve as added 
protection against default. 

Chairman Haypen. Are there any questions? 
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INSURANCE APPLICATIONS 


Senator Dirksen. I have only one question. Mr. Mason, I notice 
that the number of insurance applications would aggregate, according 
to your statement, about 400,000 in a year; is that correct? 

Mr. Bazan. The number that we will get in the last half of the year 
will be around 400,000. In the whole of last year, it was only 450,000, 
This year we expect to receive in excess of 700,000 unit applications 
for mortgage insurance. 

Senator Dirksen. If we assume a figure of 800,000 for a year, I am 
wondering about that difference between the 800,000 and the figures 
we see about 1,200,000 dwelling units in a year. The other 400,000 
then would probably not be FHA mortgage insurance loans? 

Mr. Bazan. Of our total estimate for this year of 708,000 unit ap- 
plications, about 300,000 of them will be applications covering existing 
homes, leaving about 400,000 in the new construction field which will 
relate to that figure of 1,300,000 private nonfarm housing starts in 
the year. We get in the neighborhood of 25, 30, or a little better 
percentage of the total dwelling units on which construction is started 
under the FHA program. 

Senator Dirksen. That figure was the one I wanted to get. 

Mr. Mason. The new housing bill has made the financing of 
existing housing under FHA much more desirable to the average home 
buyer than it was in the past. The percentage of the loans and the 
downpayment is smaller, and so more applications for FHA insurance 
will be made on existing housing than has been true in the past. We 
are finding that our applications are running about half existing 
housing, and half new housing, at the present time. 

Senator Dirksen. Why is there that increase in FHA applications 
on existing houses? 

Mr. Bazan. That is because of the lower downpayments, and 
longer term provided in the Housing Act of 1954. It has made 
FHA financing a more desirable vehicle for the prospective home 
buyer on an existing home. 

Senator Dirksen. That is probably then refinancing mortgages 
that exist at the present time with a shorter maturity period, I take it? 

Mr. Bazan. It may be partly that, but mainly I think it is people 
buying older homes in the normal turnover of those homes as people 
either move to apartments or buy bigger homes, and purchasers of 
those existing units are more attracted to the FHA program under 
the terms provided by the Housing Act last year. 

Senator Dirksen. The question that was in my mind was this, 
whether or not a very substantial number of these were having diffi- 
culty carrying their present indebtedness on the basis, say, of 11, 12, 
15 or 20 years, and would find the load easier if it could be extended 
to 25 or 30 years. 

Mr. Bazan. They will find it easier under the FHA mortgage terms. 

Senator Dirksen. Does that contribute substantially to that? 

Mr. THornton. The FHA does not do a great deal of insuring of 
refinancing mortgages, because in our underwriting procedures we 
have, generally, a limitation to the size of such mortgages, to 70 per- 
cent of the value of the property. So that the terms that were pro- 
vided for existing home mortgages in the act of 1954 will not, except 
in unusual cases, have any bearing on the refinancing of mortgages. 








ce 
ng 


ar 


ople 
ople 
's of 
nder 


this, 
diffi- 
, 12, 
nded 


rms. 


ng of 
s we 
) per 
| pro- 
xcept 
ages. 



































URGENT DEFICIENCY APPROPRIATIONS, 1955 53 






They will apply almost enfirely to the cases of new financing, mostly 
in connection with the purchase of an existing house. 

Mr. Mason. We have people who are still trying to buy a new home 
for themselves, moving from an apartment, and a great many of these 
people are buying existing homes. 

Senator Toyz. Then may I ask, Mr. Chairman, this question: 
Assuming that a family does have a 2-bedroom home and they possibly 
paid $12,000 for it and they have held it for 6 or 7 years, now they 
desire a 3-bedroom home or a 4-bedroom home, and they need it, 
and in that instance would they be recognized as being a new borrower 
when they take and turn their old home in and whatever equity they 
have in their old home turned into the new purchase? How is that 
handled? 

Mr. Mason. That is a new transaction, buying what is for them a 
new house. 

Senator Turn. And therefore you have a great many of World 
War II veterans that came out and bought the small homes at the 
time they were released from service, and they just had a very small 
family, and now their family is growing and their needs are greater 
and they turn this first purchase of which they have a substantial 
equity in to make that as a downpayment on a new purchase of a larger 
home, and that you would classify as a new purchase? 

Mr. Mason. Yes, sir. 


STIMULATION OF REAL-ESTATE MARKET 






Senator Dirksen. I have one other question. As to that provision 
in the 1954 Tax Act which relieved a homeowner of capital gains tax, 
where he sold his dwelling and then bought a new dwelling, to what 
extent has that stimulated activity in the real-estate market? Are 
there any precise figures on that? 

Mr. Mason. It has stimulated it, sir. 

Mr. THornton. That is the main answer, that it certainly has. It 
has had an influence in encouraging just the sort of transaction which 
you are speaking of, where the owner of an existing house can use the 
equity in his other house in buying a new one. So far as I know, there 
isno source of information on the total volume of such activities. 

Senator Dirksen. I have one further question, then. I wonder if 
it will be possible somewhere from some agency to get some kind of 
data, and some figures on it, because it is contended now that that has 
greatly increased liquidity in the real-estate market. If that be true, 
then one might argue by analogy that a similar provision relating to 
equities in common stocks and other securities would increase liquidity 
there, and develop turnover, and probably make more money avail- 
able in the market. But unless there is a figure base, I do not know 
how one can support that conclusion. 

Mr. Mason. It is just opinion now, and certainly is not statistics. 
But this business of moving from the small house to the large house is 
repeated in the other manner, by some of the older people with their 
children grown who move from the large house into a smaller house, 
too. 

Senator Toyz. That is true, and now the man that buys this smaller 
house, that can be a first transaction there. So that you can have 
two actual veterans’ transactions there, one leaving a smaller house 
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to a larger and another new man coming in or a new family and acquir- 
ing the obligations involved in the transaction of purchasing this 
home which even a veteran or a borrower was now disposing of. 

Mr. Mason. That is correct. 

Senator THyr. And you, as you say, may be desiring to go from a 
larger house to a smaller one, and you involve a first transaction there, 

Mr. Mason. Yes, sir. 

Senator ELLENDER. I notice in your statement here that this is to 
be used for an additional 214,500-unit application. What is the total? 

Mr. Bazan. The total number is 706,000, which is the revised 
estimate of our volume for the year. 


INSURANCE AUTHORIZATION 


Senator ELLENDER. Have you figured how much authorization you 
would have left after you comply with all applications? 

Mr. Bazan. The insurance authorization, I do not have the exact 
figures, but it is approaching exhaustion this year. 

Senator ELLENDER. The question I wanted to develop was, do 
these applications come near exhausting what you now have or will it 
exhaust it? 

Mr. Bazan. I think the insurance authorizations will be exhausted 
in the course of this year, or more than exhausted by the 400,000-unit 
applications we expect to receive in the balance of this fiscal year. 

Senator ELLENDER. Will you be doing work on these applications 
where the money may not be available? Or where you may not be 
authorized to do it? 

Mr. Bazan. I do not think so, Senator. 

Senator ELLENDER. You are checking into that, I presume. 

Mr. Bazan. Yes; we are. 

Senator Dirksen. You will probably be asking the banking com- 
mittee to lift your authorization. 

Senator ELLeENpER. That is in the offing; it is coming. 

Chairman Hayprn. Are there any further questions? If not, we 
thank you. 


FOREIGN CLAIMS SETTLEMENT COMMISSION 


STATEMENTS OF HENRY J. CLAY, ACTING CHAIRMAN; ROBERT 
A. KENNEDY, EXECUTIVE DIRECTOR; ANDREW T. McGUIRE, 
GENERAL COUNSEL; AND JULIUS M. KLEIZO, BUDGET OFFICER 


SUMMARY OF JUSTIFICATION 


Chairman Haypen. The next item is the Foreign Claims Settle- 
ment Commission. This matter was considered in the House and 
we can include a summary of the justification in the record in this case, 

(The summary referred to follows:) 
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ADMINISTRATIVE EXPENSES, FoREIGN CLAms SETTLEMENT COMMISSION 
JUSTIFICATION 


GENERAL STATEMENT 


The authority to expend unobligated balances of $45,000 remaining after 
March 31, 1955, from funds appropriated to the Foreign Claims Settlement 
Commission and the additional $130,000 is necessary to provide funds for the 
organization and administration of claims under Public Law 744 (Approved 
August 31, 1954). No administrative expenses have been appropriated for this 
merpoee since Public Law 744 was passed after supplemental funds were made 
available. 

Of the $915,000 available during this year, $770,000 will be required to complete 
old claims programs by March 31, 1955; $100,000 of the remainder has been 
earmarked by Public Law 663 (approved August 26, 1954) for Korean claims 
expenses. The $45,000 unobligated balance represents savings. 

The $175,000 for the fourth quarter, fiscal year 1955, is required to carry out 
the provisions of Public Law 744 in effecting an orderly transition from the 
old-claims program to the new, formulating new policies and procedures, develop- 
ing new claims criteria, establishing odaniniairaten and fiscal controls and 
beginning the processing of claims. 

The amount estimated is considered the minimum required for the fourth 
quarter, fiscal year 1955, for these purposes. This estimate is based on prior 
experience in instituting claims programs and will enable the Commission to 
carry out the program under Public Law 744 through to fiscal year 1956. 


01 Personal services, $153,300 


Personal services attributable to Public Law 744 claims program is reflected 
in the following table showing the relationship to the current year appropriations. 
The net difference represents the amount of personal service funds required by the 
Foreign Claims Settlement Commission for the fourth quarter, fiscal year 1955, 
for activities under Public Law 744, including a proportionate share of terminal 
leave payments of approximately $30,000 required to achieve the employment 
level required for fiscal vear 1956. 


4 quarters Difference 
fiscal year | (Public Law 
1955 revised 744), in- 
estimates crease (+-) 


Number of positions : 
Average employment (man-years) - -................-.-.-..--- | 


Amount - 7' $943, 640 
Less personal services (Korean claims) _............--- ae a 87, 700 


855, 940 


02 Travel employees, $4,000 


It is estimated that $4,000 will be required during the fourth quarter for travel 
of employees in connection with the administration of claims programs and pro- 
vide for the expenses of attendance at meetings. 


03-15 Other operating expenses, $17,700 


The expenses under these objects will provide for the communication services, 
reimbursements to other governmental agencies for use of their facilities and 
services in carrying out the functions of the Commission, purchases of necessary 
supplies and equipment, payment of necessary taxes and other expenses necessary 
for the proper performance of the Commission during the fourth quarter, fiscal 
year 1955. The total cost will be $30,000 of which $17,700 will be for adminis- 


tration of Public Law 744 and the balance of $12,300 for expenses of Public Law 
615. 
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ScHEDULE ON SUPPLEMENTAL APPROPRIATION AND REVISED ESTIMATES 


Administrative expenses, FCSC, Dec. 30, 1954, Foreign Claims Settlement 
Commission 











. Present appropriation or estimate - - - 
. Additional amount available 


. Total amount available_ 


Apportionments: : 
Ist quarter_- 7 ees 250, 000 
2d quarter - - - (EGTA ss i3 #530 244 310, 000 


ac) anrter ...4.- 20-GGU 4 Les -A 5k ef ia 210, 000 
4th uertet 2; . 24 sau aud 


Budgetary reserves._-......--.-----------.-s24.-14-.--- 145, 000 









. Total apportionments and reserves- 


915, 000 






. Obligations: 


ist quarter (actual) _ - an pte cy Leatease boars ‘ 1 236, 715 
2d quarter (estimated) __-- 2 ‘ ah jvaises een’ 278, 285 
3d quarter (estimated) _- iagtisd sate 4 mG 5 255, 000 
4th quarter (estimated) ___.-_--.---- ‘ é f 275, 000 






















Be cl adil iia witad Sc keleests 1, 045, 000 





7. Total actual and estimated obligation 

5. LOG Goce GQEROUNY BVMsENNO. 8 we de ee cd et 870, 000 
9. Estimated supplemental required_______________-_._----- AGL 175, 000 
10. Estimated supplemental included in latest budget_____________- 175, 000 
11. Date needed: 


For obligations, Apr. 1, 1955__ _ _- 
For expenditure, Apr. i, 1955_ 
12. Estimated expenditures from supplemental: | 





In current fiscal year IN ede koh eee ic led sees 
In next fiscal year___________-_- eile caer le a 25, 000 
After next fiscal year 


Actual obligations last 3 months: 






September__________-_- weosues Jopee ceca $82, 714. 77 
October Pood Ate We See ee a ea eee ee 
I. 2 rg ee ee ook 90, 509. 83 


1 The rate of obligations for the first quarter of 1955-was held to $236,715 because the $400,000 provided in 
the 1955 Supplemental Appropriation Act was not available to the Commission until September. A more 
accurate level of quarterly obligations for the Commission, therefore, is indicated by the second quarter 
estimate, amounting to $278,285. 


PREPARED STATEMENT 


Chairman Haypen. Mr. Clay, do you have a prepared statement? 
It does not appear to be too long. Would you want to read it or do 
you prefer to have it included in the record? 

Mr. Cray. I would like to have it included in the record, if I may, 
and then point up several of the high points in it. 
(The statement referred to follows: ) 

















STATEMENT OF Mr. HeNry J. CLtay, COMMISSIONER, FoREIGN CLAIMS SETTLE- 
MENT COMMISSION OF THE UNITED STATES 









Mr. Chairman and members of the subcommittee, we are appearing before you 
today to request authorization to transfer from the war claims fund $130,000, and 
to use unobligated balances from funds previously authorized, for administrative 
expenses during the period April 1, 1955, to June 30, 1955. The war claims fund 
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was created by section 13 (a) of the War Claims Act of 1948 (Public Law 896, 80th 
Cong., approved July 3, 1948). 

The reason for this request rests in the fact that many new categories of claims 
were added to those originally authorized under the War Claims Act and its 
amendments by the enactment of Public Law 744 in the closing hours of the 83d 
Congress. At the same time, no provision was made for administrative expenses 
necessary in connection with the settlement of such claims. These new claims 
must be filed within 1 year following the date of enactment of Public Law 744 on 
August 31, 1954. 

At the present time it appears that there will be a balance of $145,000 remaining 
after March 31, 1955, out of a total of $915,000 authorized by the 83d Congress for 
“expenses necessary to complete the activities of the War Claims Commission.” 
Of this balance, $45,000 represents a savings effected in the administration of the 
old claims settlement program, while $100,000 represents that portion of the 
aggregate appropriation which the Congress allocated to the initiation of the pro- 
gram provided under the terms of Public Law 615, approved August 21, 1954, for 
administrative expenses in connection with compensation of Americans detained 
as civilian interaees and prisoners of war during the Korean conflict. 

Under the War Claims Act of 1948, as amended, the War Claims Commission, 
now the Foreign Claims Settlement Commission, was required to complete its 
activities not later than March 31, 1955. The Commission has taken great 
pains to carry out the mandate of the Congress in these respects, and yet function 
within stringent budgetary limitations. The earmarking of this $100,000 item 
for expenses in connection with the Korean program has made this doubly difficult. 

It will be recalled that the Congress further specifically provided that the 
funds shall not be available for obligation after March 31, 1955. A recent 
decision of the Comptroller General has determined that the restriction on the 
obligation of these funds does not extend to the $100,000 item because of the 
manner in which the Congress designated its use, whereas it was determined on 
the other hand that such restriction would apply to the $45,000 item. 

The Commission will complete its activities with respect to former war claims 
program on March 31, 1955, but will be unable to administer the new program 
authorized in Public Law 744 unless the requested funds are made available for 
payment of administrative expenses in the fourth quarter of the current fiscal 
year. Our request here today, then, is that the restriction with respect to obligat- 
ing the $45,000 item to which I have referred be removed, and that an additional 
$130,000 be authorized for transfer out of the war claims fund for administrative 
a for use in getting these new claims programs underway. 

he Commission now has on hand 63 claims filed pursuant to the new law. 
They include claims for detention benefits by certain civilian internees heretofore 
ineligible to receive such payments, claims of American citizens captured and held 
as prisoners of war in World War II while serving in Allied forces, claims of 
American merchant seamen who were detained by hostile forces during World 
War II and who were ineligible under the basic provisions of the act, and claims 
for reimbursement for losses resulting from the sequestration of bank accounts 
and other credits in the Philippines by the Japanese in World War II. These 
are the four broad categories of claims authorized to be paid from the war claims 
fund. The Commission has estimated that 2,283 additional claims will be filed 
in these 4 categories between now and July 1, 1955. 

The Commission has presently distributed an aggregate of 2,325 claim applica- 
tions to known potentially eligible claimants under this program and is receiving 
inquiries and requests for applications at an average daily rate of 75. Of course, 
this does not adequately reflect the total number of such inquiries and requests 
which must be examined, searches made, and consideration given in determining 
potential eligibility, since many telephone inquiries and congressional calls must 
be handled and processed. In addition, a great percentage of these inquiries are 
for immediate rejection. However, the necessary work must be and is being 
performed. 

In closing, I wish to earnestly ask that this committee grant favorable considera- 
tion to the request made here today to enable the Commission to make an orderly 
transition from the completion of the old program on March 31, 1955 to these 
new categories of claims on April 1, 1955. 

I am accompanied by members of the Commission staff who will assist me in 
furnishing any specific and technical data you may require. 
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Se 
FUNDS REQUESTED inter 

Chairman Haypren. Mr. Clay, you may proceed. , 

Mr. Cray. Mr. Chairman, we are here today to request from this Nc 
committee funds to operate this Commission from April 1, 1955, to on 
June 30, 1955, in order to enable the Commission to process new tediv 
claims assigned to it from the last Congress under Public Law 744, = 

We are asking for $175,000 to employ 167 people. The $175,000 vom 
comprises a $45,000 carryover or estimated saving from the third that 
quarter. We are asking that the remainder of that $175,000 figure, | x, 
namely $130,000, be applied to the expenses of- the Commission, 
These funds come from the war claims fund which, as you know, sir, 
is comprised of unappropriated funds. 

The House committee cut our request in this regard from $130,000 M 
to $90,000. We submit to you, sir, that if this cut should stand the | she 
present program that has been set up to terminate on March 31, grou 
1955, the possibility of completing it will be seriously hampered, and Se 
furthermore that the two programs under Public Law 615 and Public | were 
Law 744 will be necessarily delayed. M 

In this figure of $130,000 there are aspects of terminal leave from Se 
reductions in force that we have already instituted in the course of M 
the bringing together of the War Claims Commission and the Inter- } of |, 
national Claims Commission under the President’s Reorganization | opti 
Plan No. 1 of 1954, under which this present Commission, the Foreign | heh 
Claims Settlement Commission of the United States, is presently oper- | op t 
ating. N 

In addition to that, we have integrated the two Commissions, an | gffi 
cut down to what we believe is a bare necessity to operate under the | Phil 
existing laws. Assi; 

AGREEMENTS COMPLETED a8 } 

I say to you in addition that we are here in good faith because a ¥ 
Senator Ellender remembers last year I came to you and told you as Hann 
the then Acting Chairman of the International Claims Commission Se 
that we would complete the Panamanian and Yugoslav agreements. Fw 
The Yugoslav agreement, much to everybody’s surprise, was com- | 44, 
pleted by December 30, 1954. aud 

In addition to that, we have the three remaining claims programs Lay 
under the War Claims Commission, which have been transferred to | jy 
this Commission, which we propose to complete by March 31, 1955, ty 
and I say, again, to you, Senator, that these can be completed with Ap 
the necessary funds. tim 

Senator E.tenper. If we give you the amount of money you now V 
ask, you will be able to wipe it all out on the 31st of March 1955? of t 

COMPLETION OF CLAIMS PROGRAMS e 

Mr. Cuiay. Senator, we will be able to complete those three claims oa 
programs by the termination date on March 31, 1955, and in addition 7 
to that we believe that it will provide us with the experienced person- ja 
nel to undertake the administration of these two new laws which were a 
passed by the 83d Congress, assigned to this Commission for adminis- 
tration, and by the termination of those dates with these funds we will fan 


be able to complete those programs on time. 
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Senator Dirksen. Mr. Clay, where are you now on these claims of 
iaternees and others? You have jurisdiction of that, all of those who 
had a claim under the old act for extra compensation where they may 
have been interned in enemy prison camps. 

Now, let me amplify. We appropriated $75 million, as I recall, 
tomake sure that there were funds to complete all of those claims, both 
individuals and also the religious organizations in the Philippines, 
and elsewhere. That was on the theory that that $75 million should be 
reimbursed out of moneys derived from the liquidation of property 
that we took over under the Trading With the Enemy Act. 

Now, what is the status of that situation? 































PHILIPPINE PROGRAM 







Mr. Cuay. There are three programs presently existing, which are 
scheduled to terminate on March 31, 1955. There is the religious 
group of claims in the Philippines. 

Senator Dirksen. Just take that one fora moment. Some of those 
were up for reexamination, as I recall. 

Mr. Cray. That is correct. 

Senator Dirksen. Have they been adjudicated now? 

Mr. Cray. The Chairman of this Commission, Whitney Gillilland, 
of lowa, is presently in the Philippines. He is looking over the prop- 
erties on the spot. We have every reason to believe, and when he left 
he had every reason to believe, that that program would be terminated 
om time on March 31, 1954, of this year. 

Now, the funds that we are talking about at this moment are 
sufficient funds to carry through the existing program meluding the 
Philippine program, but also these two new programs that have been 
assigned by the Congress. Now, I say to you, Senator Dirksen, that 
as you know when there is a possibility of a reduction in force in a 
Commission we necessarily have to take into consideration problems 
of terminal leave and the human problem that our experienced per- 
sonnel when they know a Commission is going out of business are 
going to look around for another job someplace else. Undoubtedly, 
if we are cut as the House proposes to cut, this figure that we have 
asked for, the present program which we tell you we can complete 
md which I come to you and say we can complete, will be seriously 
hampered. In addition to that, the history of extensions will prob- 
ibly be again before us, under Public Law 744, and Public Law 615, 
ifwe cannot get at this time a program off to a substantial start, with 
experienced personnel and with the opportunity to receive claims ou 
time. 

We, under Public Law 744, are to receive applications within 1 year 
of the passage of 744, and we are to close out or phase out that pro- 
gram 2 years from the date it was passed. That program was passed 
or commenced with the passage of 744 on August 31, 1954. That 
means by the time that we get these funds, 7 months will already 
have elapsed and we will have as far as the filing of claims only the 
5 additional months of which we have funds to actually receive and 
accept these claims. We still feel that with the burden of receiving 
these inquiries and without an opportunity of answering them, that 
we can still successfully complete these claims on time if we have the 
funds that we are coming here today for. 
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Chairman Haypen. On the other hand, if this is not done, that 
means that claims, then that ought to be disposed of, will not be dis- 
posed of in time, and in the end will cost us more than the difference 
between $90,000 and $130,000 in your judgment? 

Mr. Cray. Let me answer it in this way. There is an old saying 
that knowledge without imagination is like a bird without wings, 
The history of these Commissions has been that there have been delays 
for one reason or another. I do not think that you can put your 
finger on any one of them, but I will say that probably one of the big 
problems has been that they have never had an opportunity to get 
off to the right start, and without funds we quite obviously cannot 
get off on a right start. 

We have had admonitions about applying funds from one program 
to institute and undertake another program, and we certainly do not 
want to get mixed up in that. But we say to you, Mr. Chairman, 
that we come here in all good faith, and say to you and put you on 
notice, that if we do not have these funds, we cannot do the job that 
you have asked us to do. 

Senator Dirksen. Actually, in terms of transfer, you are asking 
for $130,000? 

Mr. Cuay. Yes, sir, from the war claims fund which is the fund 
that you suggested, the frozen assets of the Axis Powers. They are 
unappropriated funds. 

Senator Dirksen. Then you are asking for the use of unobligated 
balances? 

Mr. Cray. Unobligated balance of $45,000, which we estimate to 
be saved from the third quarter; that is correct, yes, sir. 


Chairman Haypen. Are there any further questions? If not, we 
thank you gentlemen. 

Our friend, Mr. Hushing, is here and wants to be heard on this same 
matter. 


LEGISLATIVE COMMITTEE, AMERICAN FEDERATION OF LABOR 
GENERAL STATEMENT 


STATEMENT OF W. C. HUSHING, CHAIRMAN 


Mr. Husuine. My name is W. C. Hushing, the chairman of the 
national legislative committee of the American Federation of Labor. 
I have been interested in this matter of the War Claims Commission 
since immediately after World War II began. A considerable number 
of our building tradesmen were captured in Wake and other South 
Pacific islands. They had contracts which provided for their housing, 
their food, their hospitalization, and entertainment such as movies, 
and their laundry. The contract provided that they would get that 
from the time they left the mainland until they were returned to it. 
However, as soon as they were captured, our Government canceled 
the contracts and it became necessary for us to come to Congress and 
get that money for them, which we did. There were 400 captured on 
Wake, and, by the way, those fellows on Wake picked up rifles and 
fought right along with the Marines, and the Japs were going to shoot 
them, until they found out their ability as workmen, so they sent 300 
to Japan and retained 100 on Wake. The treatment they received in 
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Japan was terrible. They had to eat principally rice, and I have had 
committees in my office from them and they told me that the Swiss, 
a neutral government, would advance them a little small change to 
buy fishheads in order to season the rice they ate, but those that were 
returned suffered from malnutrition, many of them are still in the 
hospitals, and many of them that are out of the hospitals are unable to 
work at their trades anymore. 
























HOUSE 





ACTION 


I would say the majority of them are in dire need of this money. 
However, last year, this Claims Commission which then only had 195 
employees was obliged to cut one-third of their employees off has of 
December 31 last year. Now, then, this year if this cut made by 
the House of $40,000 in this supplemental appropriations is made, 
they will have to lay off 33 more. They will be experienced personnel 
and they are just beginning to process the claims in which I am 
interested, and I do hope that the committee can restore the full 
amount of the budget. 
That is all. Thank you. 
































PREPARED STATEMENT 






Mr. Husurina. I have a statement which I will hand to the reporter. 
Chairman Haypen. That will be incorporated in the record. 
(The statement referred to follows:) 










PREPARED STATEMENT OF W. C. HusHinc, CHAIRMAN, LEGISLATIVE COMMITTEE, 
AMERICAN FEDERATION OF LABOR 







On January 7, 1955, there was transmitted to the House of Representatives a 
request for an urgent deficiency appropriation bill which in part contained a 
request for $130,000 in new money for use for administrative expenses by the 
Foreign Claims Settlement Commission during the fourth quarter of fiscal year 
1955. Hearings on the request were conducted before the Independent Offices 
Subcommittee of the House Committee on Appropriations on January 13, 1955, 
mergency appropriation bill, H. R. 2091, was reported to the House by the 
Appropriations Committee and by virtue of House action passed on the same 
day. The bill as reported by the committee and passed by the House, reduced 
the request for $130,000 to $90,000. 

In order to operate within the limited administrative expense funds available. 
fo it, the Foreign Claims Settlement Commission as of December 31, 1954, was 
required to severely retrench by a reduction in force of some 65 members of its 
staff, or nearly one-third of its total complement. The reduction of $40,000 in 
relation to the present request for the fourth quarter of fiscal 1955 represents, 
interms of personnel, a further reduction of some 33 members of the staff from 
apresent complement of 167 to 134. 

Moreover, at the average annual leave rate experienced during calendar year 
1954, an additional reduction of $13,000 over and beyond the $40,000 will have 
o be considered, presenting a real net reduction in estimate of $53,000. In this 
mspect, it should be immediately clear that a further reduction in force will 
become necessary almost at once thus impairing the present efforts of the Com- 
hission to wind up the old war claims program by March 31, 1955, as required by 
law, as well as precluding it from meeting the objectives set with respect to the 
new claims settlement programs provided under Public Laws 615 and 744 by the 
%3d Congress. That these objectives cannot be unduly delayed 1s highlighted by 
the fact that the time for filing claims under the new programs expires on August 
Mand 31, 1955, respectively, and that both programs must be completed by 
August 21 and 31, 1956, respectively. With such time-limiting factors involved 
itwould appear that it may be impossible for the agency to complete the programs 
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within the allotted periods if adequate administrative expenses are not provided, 
Such an impasse could only result in a request for an extension of time within 
which to wind up these new programs. Consequently, it would further appear 
that a reduction in the staff of the Commission at the present time would only 
be offset by an extension of the time within which it would complete its activities 
on a reduced-staff basis. 


Chairman Haypen. We will adjourn at this time. 
(Whereupon, at 12 noon, Friday, January 14, 1955, the hearing was 
adjourned. ) 
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MONDAY, JANUARY 17, 1955 






Unitep States SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The committee met, pursuant to recess, at 10:30 a. m., in room F-37, 
the Capitol, Senator Carl Hayden (chairman) presiding. 
Present: Chairman Hayden, Senators Ellender, Robertson, Holland, 
Stennis, Clements, Saltonstall, Young, Dworshak, Dirksen, and 
Potter. 




























COMMISSION ON INTERGOVERNMENTAL RELATIONS 





SALARIES AND EXPENSES 





STATEMENT OF G. LYLE BELSLEY, EXECUTIVE DIRECTOR, COM- 
MISSION ON INTERGOVERNMENTAL RELATIONS; AND FRANK 
A. JACKSON, ADMINISTRATIVE OFFICER, COMMISSION ON 
INTERGOVERNMENTAL RELATIONS 





JUSTIFICATION AND 





SUPPLEMENTAL ESTIMATE 








Chairman Haypren. The committee will come to order. We have 
before us a budget estimate submitted after the bill passed the House. 
It provides for an additional amount for salaries and expenses, 
$160,000, for the Commission on Intergovernmental Relations, pro- 
vided that said appropriations shall remain available until June 30, 
1955, and provided further that this paragraph is effective only upon 
the enactment into law of H. R. 2010, 84th Congress. We will place 
the proposed bill in the record, the justification and the supplemental 
estimate. 

(The material referred to follows:) 


[H. R. 2010, 84th Cong., 1st sess.] 





ABILL To amend the Act of July 10, 1953, which created the Commission on Intergovernmental Relations. 





Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That subsection (c) of section 3 of the Act of 
July 10, 1953, entitled ‘‘An Act to establish a Commission on Intergovernmental 
Relations’’, is hereby amended to read as follows: 

“(e) The Commission, not later than June 1, 1955, shall submit to the President 
for transmittal to the Congress its final report, including recommendations for 
legislative action; and the Commission may also from time to time make to the 
President such earlier reports as the President may request or as the Commission 
deems appropriate.” 

Sec. 2. Section 6 of such Act of July 10, 1953, is hereby amended to read 
as follows: 

“TERMINATION OF THE COMMISSION 








“Src. 6. The Commission shall cease to exist at the close of business on June 
1, 1955.” 
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JUSTIFICATION OF EsTIMATE FOR ADDITIONAL FuNDs TO JUNE 30, 1955 


The Commission on Intergovernmental Relations was established by Publie 
Law 109, approved July 10, 1953 (67 Stat. 145; 5 U. 8. C.), to study and investigate 
the following problems: The proper role of the Federal Government in relation 
to the States and their political subdivisions; an adjustment of intergovernmental 
fiscal relations; justification for existing Federal-aid programs, possible extension 
of Federal aid, possible limitation of Federal control connected with Federal aid, 

The Commission was activated in the fall of 1953, and for a period of time 
during the early part of 1954 was without a Chairman.. Its existence was ex- 
tended by Public Law 302, 83d Congress, approved March 1, 1954. Because of 
unavoidable delays and problems, the Commission cannot complete its activities 
on March 1, 1955, as earlier contemplated. The President has recommended, 
and the Commission has sought, a further extension of the act under which the 
Commission was created. This is essential to give some additional time to 
complete its work satisfactorily. H. R. 2010 seeks to accomplish this purpose 
by extending the life of the Commission to June 30, 1955. With such an extension, 
the Commission will require some additional funds. It will also be necessary to 
remove the March 1, 1955, limitation on the expenditure of Commission funds 
peneenely saree in the Supplemental Appropriation Act, 1955 (Public Law 663, 
83d Cong.). 

The Commission is undertaking a thorough survey of intergovernmental 
relations in the United States. In carrying forward its work, the Commission 
is drawing upon facts, views, and judgments from many and varied sources, 

Meetings of the Commission have generally been held monthly until recent 
months when it has been found advisable to hold them about twice a month, 
It is contemplated that the Commission will meet more frequently as the climax 
of its work is approached. Subcommittees organized from within the Commis- 
sion’s membership have been a fruitful source of ideas and facts. They have 
been particularly valuable in dealing with problems of natural disaster relief, the 
financial aspects of grants-in-aid, and the principles that have guided the develop- 
ment of the American Federai system. In addition, a research staff provides 
fact finding and analysis for the Commission and gives some assistance to special 
study committees. For example, special staff studies have been completed or 
are under way dealing with intergovernmental relations problems in such fields 
as civil defense and urban vulnerability, vocational rehabilitation, Federal aid to 
airports, and housing. 

Study committees have been established to consider problems in such fields as 
highways, public health, education, welfare, agriculture, natural resources and 
conservation, unemployment compensation and employment service, and pay- 
ments in lieu of taxes. In addition, a special study committee has reviewed 
intergovernmental relations problems of local governments. 

Many study committees have already submitted recommendations to the Com- 
mission for its consideration. Others have not yet completed their activities and 
require additional time. In all instances, the study committees have been held 
in standby status to review and consider problems which may be referred to them 
by the Commission after the latter has given appropriate consideration to com- 
mittee suggestions. 

As background for the development of its recommendations, the Commission 
has sought facts and views from many additional sources. For example, it con- 
tracted with private management consulting and research organizations to make 
special studies in a representative group of States to develop the fiscal and adminis- 
trative impact of I ederal grant-in-aid policies upon the States and their political 
subdivisions. In addition, official commissions have been set up in over 20 States 
to review intergovernmental relations at the State level. Voluntary citizen com- 
mittees on intergovernmental relations have been established in many of these 
same States and in others. Altogether more than 40 groups in over 30 States have 
been created. Several of these groups have made extensive and helpful recom- 
mendations. This widespread citizen participation in the Commission’s work has 
been of great value. 

Hundreds of organizations, agencies, and individuals have contributed to the 
task of the Commission. Commission members, professional staff members, study 
committee members, and organizations performing work for the Commission under 
contract have consulted orally or in writing) business and professional groups, 
labor organizations, and welfare, civic, municipal, and State personnel. Interest 
in the work of the Commission is widespread throughout the country. 

The Commission is now considering, digesting, and organizing information and 
suggestions from these many sources and is beginning the difficult process of for+ 


| $B FESSESS_ 


RSZAQIRZRESES 








5 


ublie 
igate 
ation 
ental 
nsion 
| aid. 
time 
S eX- 
ise of 
Vities 
nded, 
h the 
ne to 
Trpose 
nsion, 
ry to 
funds 
v 663, 


nentél 
ission 
Ss. 
recent 
nonth, 
climax 
mmis- 
’ have 
ef, the 
velop- 
‘ovides 
special 
ted or 
1 fields 
aid to 


elds as 
es and 
d pay- 
viewed 


e Com- 
ies and 
on held 
o them 
‘0 com- 


mission 

it con- 
o make 
dminis- 
solitical 
) States 
en com- 
of these 
tes have 
-recom- 
rork has 


1 to the 
-s, study 
yn under 


groups, 
Interest 


tion and 
ss of for- 










URGENT DEFICIENCY APPROPRIATIONS, 1955 65 








mulating its conclusions and recommendations. It will be impossible to reach 
final decisions by March 1, 1955, in part because of past problems and in part 
because of the magnitude and comprehensive character of the. Commission’s task. 
To finish on June 30, 1955, it is contemplated that the Commission’s activities 
will be carried forward at an intensified pace. 

During the next several months the work of the study committees will be brought 
to a conclusion and the special studies and analyses now being made by the staff 
will be completed. During this period, too, the Commission will prepare an 
overall report on intergovernmental relations that should be an important and 
significant guide to Federal relations. In completing its work, the Commission 
hopes to continue its practice of consulting freely with individuals and groups who 
ean contribute to the accuracy of its materials and the soundness of its findings. 

The Commission presently plans to publish, and to release simultaneously 
with issuance of its report, the full or summary reports of its study committees 
and of materials drawn from the special studies made for it by private manage- 
ment consulting and research organizations. These documents will constitute a 
major source of information and recommendations about intergovernmental 
relations for many years to come. 












































































































ADDITIONAL FUNDS NEEDED 





Of the $559,181 available for expenditure from July 1, 1954, to March 1, 1955, 
$285,434 was obligated as of December 31, 1954, leaving a balance of $273,747. 
It is estimated that an additional $160,000 will be required to complete the Com- 
mission’s work by June 30, 1955. Although the balance available for the last 
6 months of the fiscal year is only a few thousand dollars less than the obligations 
for the first 6 months, the obligation rate during the first 6 months did not include 
major items of expenditure, such as printing and distribution of reports, terminal 
leave, etc. 

Tabulated below are the obligations as of December 31, 1954, estimated addi- 


tional obligations from January 1, 1955, to June 30, 1955, and the total estimated 
obligations for fiscal year 1955. 
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Obligations, additional Total estimated 
July 1, 1954. to| obligations, | obligations for 
Dec. 31, 1954 | Jan. 1, 1955, to year 1955 
June 30, 1955 
IIE SOON nn, are natheobnbanemen $175, 050 $213, 950 , 000 
dno cn cohtncko dust abl bandibaeeeeaesae abate 55, I 56, 393 111, 500 
®@ Communications... ._.... 2.222222. 2e0 2k 6, 628 13, 772 20, 400 
mm ments and utilities..20sisiscb ess -asinsdaewesi-du 689 311 1, 000 
6 Printing and reproduction.-_.................----.-- 11, 941 122, 163 134, 104 
PEs COPVEINE.... ..nnccndcnancrenaniennntiniees 31, 025 21, 475 52, 500 
® Supplies and materials................--.--..-.2...- 2, 393 2, 284 4, 677 
Se NNR. 2 2. 5155s sitbbon ded sbhob bab beledeeil 1, 522 1,478 3, 000 
16 Taxes and assessments..-_.......-....---.4s--4---.- 1, 079 1, 921 3, 000 
















aS Se en a 433, 747 719, 181 


Outlined below by object class is a brief explanation of the estimate for the last 
6 months of the fiscal year. 


01 Personal services, $213,950 


During the last 4 months of calendar year 1954, our obligations for personal 
services was approximately $31,000 per month. It is proposed to continue at 
this rate through June 30, 1955, and to add additional editorial staff and a print- 
ing technician at a cost of approximately $10,000. The estimate also includes 
$18,000 for payment of terminal leave. 

02 Travel, $56,393 


Two meetings of the Commission have been scheduled for January. With the 
exception of February, it is contemplated the Commission will meet on an aver- 
age of at least twice monthly to June 30, 1955, and possibly more frequently as 
the climax of its work approaches. $18,700 has been included for this purpose. 
Although many of the study committees have submitted their recommendations, 
others have not completed their work. It is estimated that the cost of travel of 
study committees and special review groups will be approximately $21,000. 

Travel of Commission members to other than Commission meetings, travel of 
staff members and consultants is estimated at $17,000. 
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04 Communications, $13,772 


Based on actual experience during the last 4 months, the estimate includes 
$8,400 for regular communication costs during the 6-month period. In addition, 
$5,400 for postage for distribution of reports is included. 


05 Rents and utilities, $311 
This estimate has been reduced below previous 6-month average. 


06 Printing and reproduction, $122,163 


This estimate includes approximately $15,000 for routine reproduction costs 
and is based on the obligation rate for this object class during the past 4 months, 
In addition to the full Commission report, the Commission presently plans to 
publish the full or summary reports of its studv committees and of materials 
drawn from the special studies made for it by private amangement, consultiing 
and research organizations. Various staff papers willalso be published. Approxi- 
mately $107,000 has been included for printing of reports. 

07 Contractual services, $21,475 

This estimate includes approximately $13,000 reimbursement to other Govern- 
ment agencies for the furnishing of administrative services, including auditing, 
accounting, payrolls, library, and mailing service. $7,000 is included for steno- 
graphic reporting of meetings and approximately $2,000 for miscellaneous 
contractual services. 


08 Supplies and materials, $2,284 
This estimate is based on our experience over the past 6 months. 


09 Equipment, $1,478 

The Commission proposes to purchase two calculators and one transcribing 
machine, which it has on a rental basis. This purchase will permit taking advan- 
tage of applying the rental costs already paid. 


15 Tazes and assessments, $1,921 
This estimate is based on anticipated payroll costs. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGET, 
Washington 25, D. C., January 14, 1955. 
The PRESIDENT, 
The White House. 

Str: I have the honor to submit herewith for your consideration a proposed 
supplemental appropriation for the fiscal year 1955 in the amount of $160,000 for 
the Commission on Intergovernmental Relations, as follows: 


“INDEPENDENT OFFICES 
“COMMISSION ON INTERGOVERNMENTAL RELATIONS 
“Salaries and Expenses 


“For an additional amount for ‘Salaries and expenses’, $160,000: Provided, 
That said appropriation shall remain available until June 30, 1955: Provided fur- 
ther, That this paragraph shall be effective only upon the enactment into law of H. R. 
2010, Eighty-fourth Congress.”’ 

Legislation to extend, the termination date of the Commission on Intergovern- 
mental Relations from March 1 to June 30, 1955, is pending in the Congress, 
The above amount is necessary to finance expenditures of the Commission for 
the additional 4 months. 

I recommend that the foregoing proposed supplemental appropriation be 
transmitted to the Congress. 

Respectfully yours, 
ROWLAND HvuGHEs, 
Director of the Bureau of the Budget. 
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GENERAL STATEMENT 


Chairman Haypun. Mr. Belsley, representing the organization is 
here. We will be glad to hear you, sir. 

Mr. Betstey. Mr. Chairman, this arises because of a combination 
of factors. First, as you are aware, the President in his state of the 
Union message requested the extension of the act that created the 
Commission on Intergovernmental Relations. That act now expires 
on March 1, 1955. The Commission, at a January 8 meeting, decided 
to seek an extension of its existence, until June 30 of this year. This 
has been provided for in H. R. 2010 which has been introduced in 
the House. The Supplemental Appropriation Act for 1955 which 
provides our present funds carried in it a peore ision that makes the 
funds available only until March 1, 1955, which is a very logical pro- 
vision in the Appropriation Act since that was the terminal date for 
the Commission’s existence. But if the Commission is to be extended, 
not only would that terminal dat. for the use of funds have to be 
removed, but some additional funds would be required to carry the 
Commission until June 30, 1955. 

It has been estimated by us, and processed through the Bureau of 
the Budget, that we would require an additional amount of $160,000 
for that purpose. At the end of the calendar year, that is, on Decem- 
ber 31, 1954, there was a balance of a little over $273,000 available to 
us. There will be several items in the last part of this fiscal year that 
are not reflected in any past experience of ours. One of them is the 
printing of our reports. We estimate that the printing of the various 
study committee reports of the Commission and of the Commission’s 
final report will amount to about $107,000. There is an item for 
terminal leave of $18,000, which we have not faced heretofore. We 
will also require some additional postage for the mailing and distribu- 
tion of our reports. This brings the total additional funds that we 
would require to $160,000, making available for the fiscal year a total 
of $719,181. If I could answer any questions, I would be delighted 
to do so. 

APPOINTMENT OF STUDY COMMITTEES 


Senator ELLENDER. You have been at work now for over a year, so 
what have you accomplished? 

Mr. Beustey. Senator, let me point out there have been a m mber 
of study committees appointed, and 1 would like to name chem. 
There has been a study committee appointed on highways, one on 
agriculture, one on conservation and natural resources, an. '' . one on 
public health, still another on education, another on welfare, one on 
unemployment compensation and employment services, and one on 
payment in lieu of taxes. 

In addition, there is a study committee to look at intergovernmental 
relations through the eyes, and from the standpoint of, local govern- 
ments. 

Senator ELLenper. All you have done, then, is appoint these 
committees and let them study in the respective fields? 

Mr. Breustey. No, we have gone further than that. These study 
committees have been at work. Many of them have reported. A 
few of them still must report; they have not completed their work. 
We have asked all of them, even where they have reported and sub- 
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mitted their recommendations to the Commission, to stay in standby 
status so that as the full Commission considers their reports, and has 
new questions raised in its mind, it can toss those questions back to the 
study committees for further review. Most of these study commit- 
tees have reported recommendations either finally or tentatively to 
the Commission. 

Senator ELtenpEeR. That was in anticipation of making their final 
report in March of this year? 

Mr. Betstey. That is right, although not all of the study com- 
mittees have completed their work. There is another one, I might 
add, on law enforcement, which was recently appointed. In addition 
to that, of course, the staff of the Commission has been at work pre- 
paring analyses and information for the Commission, and a number of 
staff papers have been prepared in various areas such as Federal aid 
to airports, housing, vocational rehabilitation, and others. 

Senator ELtenpER. How much have you broadened the work of 
your Commission since its organization? 

Mr. Betstey. I am not sure I understand. 

Senator ELLENDER. You started out to do certain work. Recently 
you said you added another committee, did you not? 

Mr. Betsey. I see your point. 

Senator ELLenpeErR. Will you continue that or will you come back 
here for another appropriation? 

Mr. Beustey. Not at all. It was always contemplated that there 
might be a number of quick additional studies. The law enforcement 
committee that I mentioned was in this category. It is unlike the 
others. It was made up of only four members. We did not expect 
them to come up with solutions for us, but to identify problems in the 
field of law enforcement which the Commission might tussle with. 
But no additional study committees are contemplated. 

Senator ELLENpmR. In addition to the $160,000, I presume you are 
asking that the money that has not been spent be carried over? 

Mr. Betstery. Yes. 

Senator SALTonsTALL. May I ask two questions? 

Chairman Haypen. Certainly. 


TERMINAL-LEAVE PAYMENTS 


Senator SattronstaLL. Why do you need $18,000 for payment of 
terminal leave? Why, on a temporary Commission of this kind, with 
temporary employees, do you need to pay terminal leave? 

Mr. Bevstey. The employees are temporary in the sense that the 
Commission is temporary and they have no position with the Com- 
mission after it goes out of existence. Many of them were employed 
or transferred from other Government agencies and brought leave 
with them. They have accumulated that leave, not only at the 
Commission but with other agencies. 

Senator SALTONSTALL. Will they not go back to those departments? 

Mr. Beustey. We have no assurance of that, sir. There was no 
arrangement when they were employed, with one or two exceptions, 
that they would go back to the regular agencies. 


PURCHASE OF EQUIPMENT 


Senator SaLtronstTaLL. Then there is a very small item of $1,478 
for the purchase of equipment. You have 2 calculators and 1 tran- 
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scribing machine which you are now renting and you are only goi 
torun another 6 months. Why buy them? Why not let the Genera 
Services Administration buy them if they want to, when you are 
through? If this Commission buys them, and then ends in July, it 
has to sell them or turn them over to the Government. 

Mr. Betstzy. We have already paid rental for them over a period 
of time, and a part of that rental could be applied to their purchase. 
It was the thought of the administrative people that it was to the 
advantage of the Government to make that purchase rather than con- 


tinue to pay rent. 


Senator SALTONSTALL. If you continue to pay rent, will the Govern- 
ment not buy them at a lower figure later on? 

Mr. Jackson. If we get some agency to do so. 

Senator SALTONSTALL. It is a very small matter, but it seems to me 
you are taking on a responsibility there that belongs to the General 


Services Administration. 


Senator Roprertson. May I ask a question? 
Chairman HaypeEn. 


Mr. BELSLEY. 


Mr. BEeLsLey. 
what it is. 


Senator Ropertson. I would like to know how many are getting 
$15,000 and how many are getting $12,000 and so forth. 1 know 
these former employees i in the regular department would not transfer 
to a temporary position and accept a decrease in pay. 

Senator, there is only one getting $15,000, and that 
ismyself. All of the others are at a lower rate than that. There are 
some consultants at $40 a day, and some at $50 a day. They are 


Mr. BELsLEY 


Senator Ropertson. Do you have with you your pay schedule? 
On individual employees? 
Senator Rospertson. Yes. 

No, sir, I do not, but I can tell you approximately 


generally part time. 


Senator Rosertson. I would suggest, Mr. Chairman, that he just 
file the whole pay schedule for the record. 
I would be delighted to do so. There is no reason 


Mr. Bets ey. 
why we should n 


ot. 


(The information referred to follows:) 


Commission on Intergovernmental Relations, pay schedule as of Jan. 1, 1956 


1 Executive Director________- 


1 Deputy Research 


Director. 


1 Assistant Director of Re- 


search 


search 
lresearch associate 


l administrative officer 


2 research associate 
lresearch associate 
l research assistant 
l research assistant 
l secretary 


l publications editor 


l records officer ___ 
2secretaries._____ 
lresearch assistant 


LAO AE 


Yes. 
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Per annum Per annum 
$15, 000 | 1 secretary. ......._.__--- -- $4, 545 
13, 500 | 1 shorthand reporter__-_----.-- 4, 330 

1 shorthand reporter__._.___.-- 4, 205 

12, GOO [ S pareeeeie ou ene nes 4, 205 
Peeters oe b2 0 FS oe: 4, 105 





11, 000 | 6 secretaries and stenographers-_ 3, 660 


















































11, 000 | 1 statistical clerk_._.__.._._--- , 660 
9, 360 | 1 statistical clerk____._.._._.___-- 3,175 
Se Oe ba ee re ce ween 3, 175 
7, 500 | I mail ‘elerk_2_--. 2-22 ee 3, 110 
7, 500} 1 messenger. -..-..-..___.._.- 3, 032 
6, 7 2 typintat en owed whuidacs eyo 2, 950 
5,1 
5, 060 CirAr 
5, 060/11 consultants_..___-___-_-___- $50 
4, 705! 1 consultant. ___ 2 Le 44 
4, 620 +4 CONGUINUEIDS ick. hia ceeniowen 40 
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SUBMISSION OF FINAL REPORT 


Chairman Haypen. There is one question I wanted to ask. 

The law under which you operate provides you report to the 
President on March 1, 1954, and he will transmit it to the Congress 
with recommendations. You want until June 30 to do that? 

Mr. Betsey. That is correct. 

Chairman Haypren. The law also provides that the Commission is 
to cease to exist 6 months after transmitting its report to Congress, 
What will you do in that 6 months? 

Mr. Betsuey. Senator, that was the original law. The law was 
amended once, by Public Law 302 of the 83d Congress. That extended 
the life of the Commission to March 1, of 1955, and also provided 
that on the same date the Commission would submit its final report. 

Chairman Haypen. I notice in this bill that has been introduced 
by Mr. Hays of Arkansas that the Commission not later than June 1, 
1955, shall submit to the President for transmittal to Congress its 
final report, including its recommendations, and so on. And then 
section 6: 


The Commission shall cease to exist at the close of business on June 1, 1955. 


So there is no 6-month period. 

Mr. Betsey. I thought that was June 30, Senator. 

Chairman HaypeEn. June 1 is printed here. 

Mr. Betstey. That, I am sure, is an error. 

Chairman Haypen. You better get it corrected, if it is. 

Mr. Betstey. I am sure it is an error, unless we misunderstood. 

Senator Rosertson. [f I may ask, Mr. Chairman, if it expires in 
March, how long will it be operating? 

Mr. Betstey. May I give a little history? 

Chairman Haypen. Yes. 


ACTIVATION OF COMMISSION 


Mr. Betsey. | give this, not having been associated with the 
Commission at the beginning atall. The Commission was established 
by Public Law 109 which was approved in July 1953. It was not 
until the fall of 1953 that the Chairman was appointed and the full 
membership of the Commission was designated and ready to get 
underway. Really, therefore, the Commission was activated only 
in the fall of 1953. It was supposed to report on March 1, of 1954. 
It was in February of 1954 that the former Chairman of the ‘Commis- 
sion left. the Commission. 

Chairman Haypren. That was Mr. Clarence Manion? 

Mr. Betstvy. Mr. Clarence E. Manion. Then there was some 
hiatus between Mr. Manion’s departure and the arrival of the new 
Chairman, which was in April of 1954. After his arrival, there was 
the problem of appointing and revising the study committees, and 
appointing new ones that I have mentioned, and also of buildi 
staff, which was being built and organized during the spring am 
summer of 1954, and which reached a fairly stable level in about 
August or September of 1954. So this is the history, very briefly, 
of the Commission. It has been difficult in the sense that it has been 
in legal existence for a period that would seem to be longer than 
originally contemplated, but it really has not had an opportunity te 
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do its job over this entire period because of the organizational and 
personnel problems involved. 

Senator Younc. May I ask a question? I do it because I think 
the best way to judge the caliber of the work done by a commission 
or committee is by its membership. Do you have a list of the members 
in the various committees? 

Mr. Betsuey. Yes. 

Senator Rosertson. While he is looking; I want to make this 
postscript to that: Plus the activity of those members. You can put 
the best man in the world on that and if he does not do any work, he 
has to bring up the level of his job. 


COMMITTEE MEMBERSHIP 


Mr. Bretstey. We might take, as an example, the Advisory Com- 
mittee on Local Government. It was chaired by Mr. Sam Jones, the 
former Governor of the State of Louisiana, and a member of the full 
Commission. Another member of it was Glenn S. Allen, Jr., who is 
mayor of Kalamazoo. Another member was George H. Gallup, 
president of the National Municipal Association. Another one 
was William E. Kemp, who is mayor of Kansas City and president of 
the American Municipal Association. Another one is Tom Kleppe, 
vice president and treasurer of the Gold Seal Corp., Bismarck, 
N. Dak. Another one is Henry Pirtle, the mayor of Cleveland 
Heights. Another one is Elmer E. Robinson, the major of San 
Francisco, and president of the United States Conference of Mayors. 

Senator Rosertson. Did you ever let the distinguished Senator 
Langer, from North Dakota, know that his State has been recognized? 

Senator Youna. He picked out a very good man there. 

Give us the Agricultural Committee when you get through with 
that, will you? 

Mr. Betstey. Still another one was Hubert Schouten, the mayor 
of Keokuk. Another one is G. A. Treakle, county commissioner in 
Portsmouth, Va. The last one is Richard J. White, Jr., county com- 
missioner of Milwaukee County, in Wisconsin. This is a very able 
committee. 

AGRICULTURAL COMMITTEE 


Chairman Haypen. Senator Young would like to have the member- 
ship of the Committee for the Department of Agriculture. 

Mr. Betsey. I would be delighted to give him that information. 
The Chairman was R. I. Nowell, who is vice president in charge of the 
farm mortgage department of the Equitable Life Assurance Society of 
New York. Another member was Phillip F. Aylesworth, Special 
Assistant to the Secretary for Federal-State Relations in the Depart- 
ment of Agriculture. Another one was Edward J. Condon, vice 
president in charge of public relations of Sears Roebuck & Co. Another 
one is Fred B. Glass, president of the National Association of County 
Officials; Frederick Lawson Hovde, president of Purdue University 
and president of the Association of Land-Grand Colleges; W. C. 
Jacobsen, director of agriculture for the State of California; John A. 
Logan, president ot the National Association of Food Chains; Herschel 
D. Newsom, master of the National Grange; Robert A. Rowan, 


chairman of R. A. Rowan & Co., in Los Angeles; Andrew F. Schoeppel, 

































72 


Senator, who was a member of the full Commission. 
membership of the committee. 

Senator Youna. Could you not find one farmer in the whole 
United States outside of Mr. Newsom who would be qualified to 
serve on that committee? 

Mr. Betsey. Well, sir, you ask me a question about a subject that 
I confess I had nothing to do with. I must answer this, however, by 
saying that I am conident that it was felt that Mr. Newsom could 
reflect some of the important farm views. 

Senator Youna. He is a very good man, but I doubt if one farmer 
on a committee that big could take care of the farmer interests. 
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That is the 


UNEXPENDED BALANCE 






Chairman Haypen. I take it that because you got started so late, 
and did not get going until August, is the reason why you have a 
balance of $272,000 unexpended. 

Mr. Bextsuey. That is correct. 

Let me be sure of this. During the summer of 1954, with the new 
chairman reporting for duty, and with the staff being reviewed, re- 
organized, and built, expenditures were not as great as later in the 
year after the staff reached a fairly stable level in August or September, 
That slower rate of expenditure early in the fiscal year is why we have 
balance that we have. 

Chairman Haypen. I have here the United States Government 
Organization Manual for 1954 and 1955, which has the list of the 
membership of the Commission, If it is agreeable, I will place that 
into the record. Do you have one more recent? 

Mr. Betsey. I think that may possibly be out of date, _1 am not 
sure whether it is or not, but here is an up-to-date list of the members 
of the Commission. 

Chairman Haypen. We will put that into the record. 

(The information referred to follows:) 


COMMISSION ON INTERGOVERNMENTAL RELATIONS 


The Commission on Intergovernmental Relations was established by Public 
Law 109, approved July 10, 1953. It is constituted of 25 members, 15 of whom 
are appointed by the President, 5 by the President of the Senate, and 5 by the 
Speaker of the House of Representatives. Members of the Commission are: 
















Members appointed by the President 


Meyer Kestnbaum, Chairman 


Alfred E. Driscoll Charles Henderson 
Alice K. Leopold Oveta Culp Hobby 
William Anderson Sam H. Jones 
Lawrence A. Appley Clark Kerr 

John 8S. Battle Val Peterson 

John E, Burton Allan Shivers 


Marion B. Folsom Dan Thornton 








Members appointed by the 
President of the Senate 





Members appointed by the Speaker of the 
House of Representatives 


Senator Guy Cordon Representative James I. Dolliver 
Senator Andrew F. Schoeppel Representative Harold C. Ostertag 
Senator Robert C, Hendrickson Representative Angier L. Goodwin 
Senator Hubert H, Humphrey Representative John D. Dingell 


Senator Alton A. Lennon Representative Brooks Hays 
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EXPENDITURES 


Senator ELLENpER. When you say $284,434 was obligated as of 
December 31, what do you mean by that? Was that amount spent? 

Mr. Betsey. Spent or obligated. 

Senator ELLENDER. Why would you need the $106,000 plus the 
$273,000 for about the same length of time as you had last year? 

Mr. Beustey. Because there will be reflected in the last half of the 
fiscal year several expenditures that are not reflected in the first part 
of the fiscal year, such as for printing the number of reports, $107,000, 
as I recall—_— 

Senator ELuenper. In addition to the $122,000 that you set aside 
last year? According to the document before us, the estimated 
additional obligations are different. 

Mr. Beustey. The $122,000 that you are reading, Senator, is the 
additional obligation for printing and duplicating. ti is not what has 
been obligated. You see, from July 1, 1954, to December 31, 1954, 
only $11,941 was the amount. 

Senator ELtenper. Of the $285,434 obligated as of December 31, 
1954, how much of that sum is to be used to pay salaries in 1955? 

Mr. Betstey. Let me be sure I understand your question, Senator. 
What was it again? 

Senator ELLENDER. It is very simple. Of the $285,434, that you 
obligated as of December 31, how much of that sum would be used to 
pay salaries? 

Mr. Beustey. None of that. That is already either spent or ob- 
ligated, and, therefore, is not carried over. 

Senator ELLeNpER. What other item aside from printing have you 
included in the $285,434? 

Mr. Betstey. None of the new money is included in the $285,000. 
The $285,000 is what has already been spent from July 1, 1954, 
through December 31, 1954. 

Senator Porrer. And you do not have any obligated money in 
that $285,000? 

Mr. Betsiey. That is all obligated. That is gone. 

Senator Porrsr. It is spent money, not obligated? 

Mr. Betsuay. It is spent or committed. 

Senator ELLENDER. You should not have used the word ‘‘ob- 
ligated,’ then. You spent it? 

Mr. Betsuey. Yes. 

Chairman Haypen. Are there further questions? 

Senator Porrmer. Yes, Mr. Chairman. 

How long could the Commission operate with the amount of funds 
that you now have available? 

Mr. Betsey. The answer to that would have to depend on what 
we would do, If we would print no reports, of course we could operate 
for a longer period. 

FUNDS ON HAND 


. ° r _ 

Senator Porter. You have on hand $287,000? 

Mr. Beusiey. $273,000. 

Senator Porrer. How much is it going to cost you to print the 
reports? 
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Mr. Betstey. It is not a report, but it is a series of reports which 
would include the study committee reports, plus staff papers, plus 
some of the State impact studies, where we had them inade for us. 

Senator Porrsr. How much would that cost? 

Mr. Beustey. That would cost about $107,000. 

Senator Porrer. $107,000? 

Mr. Betsiey. That is right. 

Senator Porrrr. It would still leave you about $107,000. 

Mr. Betstey. Yes, but to that must be added the terminal teave 
obligation, to which is also added an amount of about $5,400 extra for 
postage to distribute certain copies of the report. 

Senator Porrer. How much is for postage? 

Mr. Betstey. $5,400. And also there is a slight item, it is small, 
to be sure, but it adds to the amount, for Sosa anette deductions 
of employees that are not under the Federal retirement plan, and 
deductions for the group life insurance for employees. This is above 
the expenditures for the first 6 months. 

Senator Porter. Is it not true, in anticipating the windup of this 
Commission on March 1, that you will be laying off employees? I 
would assume you are doing that now. Is that not correct? 

Mr. Betstey. We contemplate going at a continued rate right up 
to the end. If we were forced to submit a report on March 1, as 
contemplated in the law now, it would be necessary to submit a type- 
written report, put it on the President’s desk, and disband the Com- 
mission with much left undone. 

Senator Porter. So you do not anticipate any phasing out or 
laying off? 

Mr. Betstey. No, we anticipate this going pretty full blast through 
the life of the Commission. That is the only way that we can possibly 
finish on time. 

Senator CLtements. Do I understand you have sufficient money to 
wind up all your work if you ended on March 1? 

Mr. Betsey. That is correct. If we had ended on March 1, we 
would have sufficient money to wind up. Yes, we would have suffi- 
cient money to wind up our work. 


COMPLETION OF STUDIES 


Senator CLeMENTs. How many of these studies will not be com- 
pleted by March 1? 

Mr. Betstey. By March 1, nearly all of them will be completed. 

Senator CLements. They will be completed? 

Mr. Betstey. We hope that nearly all of them can be completed 
by March 1. 

Senator CLemMents. Why do you need more time, then? 

Mr. Betstey. This does not mean that the Commission has acted 
upon them. I must say that up to the present time, the Commission 
has reached no final decision with respect to any of the reports that 
have been submitted to it to date. The Commission, as Isstated, as 
it is stated in the justification, is in the middle of the process of arriving 
at decisions which it will make. It may or it may not agree with the 
recommendations of study committees. 

Senator CLemMEents. When was the first report made to the Com- 
mission? 
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Mr. Beusuey. I do not have the record with me. I will have to 
make a guess, if you will permit that. I would guess that perhaps 
the first one was made in September. That was one of them. That 
was the report of the Advisory Committee on Local Government. 

Senator CLements. You mean they have had a report since Sep- 
tember and the Commission has taken no action upon it? 

Mr. Beusuey. That is correct. That was the Local Government 
Report. 

PAY OF COMMISSIONERS 


Senator Ropertson. What is the pay of the Commissioners who 
are to evaluate these reports? 

Mr. Betsey. Well, 10 of them are Members of the Congress and 
receive no additional pay. ‘There are 5 Senators and 5 Representa- 
tives. The other 15 members were appointed by the President. Four 
of them are Federal officials and receive no additional pay. Of the 
remaining ones, I.am told by Mr. Jackson that there have been per- 
haps six members eligible for pay but they have not all drawn it. 

Senator CLemMents. Mr. Chairman, as a new member of tlie com- 
mittee I would like to direct a question to the chairman. Is it custom- 
ary to act upon appropriations prior to the time of the enactment of 
the law extending a Commission? 

Chairman Haypen. It frequently happens; yes. That is on the 
assumption that the law will pass. You will find in many appropri- 
ations bills conditions of that kind. 

Senator Rospertson. It would be, Mr. Chairman, by unanimous 
consent, because I assume it would be subject to a point of order that 
you cannot appropriate without authorization. 

Chairman Haypen. There is provision for an additional appropria- 
tion, but it is done where it is anticipated that an act will pass. 

Senator Youna. That is only true when the authorization has been 
passed by one House. Have we ever appropriated money where the 
authorization has not passed either House? 

Chairman Haypren. It is where a bill has passed one House, 
ordinarily. It is just a practical matter. It frequently happens 
toward the close of the Congress. 

Senator SALTonsTALL. Mr. Chairman, is the purpose in doing it at 
this time, if we are to do it, to let. the Commission plan this money 
appropriately and not be jammed up and then let down again? 

Mr. Beisuey, May I comment on that? 

That is correct, Senator. That is what really gives rise to this. 
If we do not know what funds are available to us reasonably soon, 
then it is almost impossible to really plan intelligently and expedi- 
tiously for the rest of this period, and no other supplemental is coming 
along soon enough to really help us. 


FUNCTION OF COMMISSION AFTER SUBMISSION OF REPORT 


Senator Porrer. What is difficult for me to understand, Mr. Chair- 
man, is what the committees will be doing after they have submitted 
their report. 

You stated they anticipate the committees will have their reports 
submitted by the deadline in March, and then it will be up to the 
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Commission to act. What are the committees going to be doing while 
the Commission is acting? 

Mr. Bretstey. The committees will be held, as I pointed out, in 
standby status so that the Commission can refer problems back to 
the committees. There have been instances, as an example, where 
committee recommendations have come before the Commission, and, 
as they have been thrashed out by the Commission, the basis on 
which some of the recommendations of the committee were based 
was not clear to the Commission. 

Senator Porrrr. It would seem to me that even though that would 
happen, you would refer some of this work back to the committees 
again, that you would be in a position to start laying off some of your 
staff, some of your committee staff. You will not need the staff, 
for example, to reconsider work that you would need to go into the 
study in the first instance; would you? 

Mr. Bretstey. Senator, the committee members are virtually laid 
off, although some of them drew compensation. They are virtually 
laid off. ey were compensated only on days worked and not all of 
them accepted pay. So they are not drawing pay. That is, the 
committee members, during thid period, are not drawing pay. 

Senator Porrer. But the committees have certain staffs. 

Mr. Breustey. No, sir. Generally one staff member each from the 
Commission’s staff and that is all that has been working with them. 

Senator Hotianp. I notice the only two remaining members of the 
Senate on the Commission are Senator Schoeppel and Senator Hum- 
phrey. Have they joined in this recommendation for the $160,000 
appropriation? 

Mr. Betsutey. That is my understanding; yes. 

Chairman Haypen. The bill is introduced by Congressman Hays 
of Arkansas. He is a member of the committee. 

Senator Ho.Lianp. Is there a similar bill in the Senate? 

Chairman Hayprn. No. 

Senator Hottanp. Mr. Chairman, off the record, please. 

(Discussion off the record.) 

Senator Ropertson. Mr. Chairman, are we going to have an 
executive session? 

Chairman Haypen. Yes. 

Are there any further questions? 

If not, we thank you, sir. 

(Whereupon, at 11:05 a. m., Monday, January 17, 1955, the hearing 
was recessed subject to call.) 
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